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A YEAST PLANT for 


ANHEUSER-BUSCH 


Anheuser-Busch, Incorporated, employed Stone 
& Webster Engineering Corporation to design 
and build its recently completed yeast manufac- 
turing plant at Old Bridge, New Jersey. Special 
process engineering peculiar to the industry was 
taken care of by the client’s engineering depart- 
ment. This plant embodies every latest device 
for assuring purity of product and efficiency of 


operation. 





Our broad experience in working for manufac- 
turing concerns of wide diversity is available to 
you for any problems of design and construction 
as well as report and appraisal work. 
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. . are built up through an 
understanding of the eco- 
nomic factors that underly all 
investments 






















VERY successful investor and 
trader consciously or subconsciously 
uses the fundamental principles which 
are so clearly described in this impor- 
tant book, “Necessary Business Eco- 
nomics for Successful Investment.” It 
sets forth the significance of supply and 
demand, under-production and _ over- 
production, the effect of good and bad 
crops, the ebb and flow of credit, and 
similar factors which should help you 
to recognize the signs and take advan- 
tage of the trend to your material 
benefit. 
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An open letter — 








TO INVESTORS WHO ARE CONFRONTED WITH THE POSSIBILITY OF WAITING TOO LONG 


















= A glance at a chart of the stock market over the past 
which year shows that the most attractive buying levels were 
npor presented when ‘‘things looked blackest.’’ The investor 
Eco- who regarded dismal periods of price recession only as 

It a time to avoid the buying side of the market finds that 
a if he had analyzed the situation carefully he would have 
| bad realized the worst had been discounted by the lower quo- 
and tations prevailing — and that an opportune time to buy 
on the right stocks and bonds was before hin. 
Van- 
erial That a great deal of uncertainty surrounds the securities 

markets at the present time is evidenced by the lack of 

ils trading volume. We are now at a critical period, with a 
and new Administration soon to take office and Congress fac-— 





ing a number of difficult problems. Some investors may 
look upon this as one of the ‘‘black periods’’ — while 
others may regard it as a buying opportunity. Our clients, 
however, are not faced with this uncertainty. They have 
assurance in the knowledge that they will be kept informed 
continually of developments which may affect their holdings. 
They know that they will be advised of any action necessary 
to avoid losses and accept profits. 












We should be glad to show you how our counsel can be applied 
to your own program and how you should benefit through its 







Rs use. All you need do is send us a list of your present 
Val security holdings, tell us how much liquid capital you have 
available for additional investment, and acquaint us with 
your particular investment requirements and objectives. We 
will then make a preliminary survey and indicate the general 4 
able policies we would follow in serving you. Your consideration 





will involve no cost or obligation — yet it may readily 
represent the first step in the safer and more profitable 

operation of your account. You may be assured that the in- 
formation you submit will be held in absolute confidence. 










INVESTMENT MANAGEMENT SERVICE 


opy 
juice 





DIVISION OF 
tM AGA ZINE 
@WALL StrEET 






our 


THE MAGAZINE OF WALL STREET for NOVEMBER 26, 1932 












Odd 
Lots 


The accumulation of 
capital requires pa- 
tience and present sac- 
rifice. 


By purchasing Odd 
Lots of high grade se- 
curities, it is not neces- 
sary to accumulate a 
comparatively large 
sum before one’s sav- 
ings can be conserva- 
tively and profitably 
invested. 


The many advantages 
of purchasing Odd Lots 
are explained in an in- 
teresting booklet. 


Ask for M.W. 552 


100 
Share Lots 





John Muir&.@ 


Members 
New York Stock Exchange 


39 Broadway New York 





Branch Office—|1 West 42nd St. 




















Wall Street Stock Selector 


W. D. Gann’s latest book brings his “Truth 
of the Stock Tape’ up to date; explains 
the 1929 Bull Market and the cause of the 
panic which followed. People lose money 
in stocks because they guess and gamble 
on hope. The men who make money have 
definite rules for trading. You need a 
Wall Street education and this book gives 
you more real market knowledge than you 
can get from any other source. One reader 
writes: “It is trely the most wonderful 
and enlightening book I hawe ever been 
privileged to study.” The book contains 
41 charts proving the rules. Price Erg 
paid. Deseription free. Ask for -9. 


FINANCIAL GUARDIAN PUB. CO. 
99 Wall Street New York, N. Y. 
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Charts and Forecasting 


ECORDS are available which 
show the political complexion of 
each state in the Union for every 

Presidential election for many years 
back. Various maps were published 
in the recent campaign which graphical- 
ly showed this record. Yet it is a fair 
assumption that no political observer 
based his prognostications as to the 
outcome of the election just passed 
on any such data. 

Such a record of past performance 
might be used as an adjunct to sur- 
veys, polls and other observations, 
but obviously no valid general con- 
clusions for 1932 could have been 
based solely on what happened in 
1928, 1924, 1896 or any other year. 
The reason is self-evident. Everyone 
knows that new conditions, new per- 
sonalities, new issues, are bound to pro- 
duce an outcome totally independent of 
what has occurred in the past. 

But such reasoning unfortunately 
does not embrace that class of stock 
market forecasters who base their judg- 
ment on charts. The analogy for them 
does not exist. The record of past per- 
formance is taken as the measure of the 


future and in these days when techni- 
cal market considerations are of major 
importance the chart has increased in 
numbers enormously. To the chart 
addict his graphs are infallible guides, 
to his followers he is sometimes un- 
cannily prescient—for a time—then the 
denouement. 

The trouble, of course, is not with 
charts which may prove valuable tools 
in market operations but in making 
them the sole basis of judgment. It is 
true that by the direction or trend of 
its curves or their formation a chart 
can be indicative of future action. 
Upon proper interpretation it may give 
evidence of accumulation, distribution 
and logical points of resistance. In 
these respects it may be highly utili- 
tarian in studying the technical position 
of the market as a whole or of in- 
dividual stocks. But what the chart, any 
chart, cannot do is to give effect to the 
future composite fears, hopes and judg- 
ment of the thousands of individuals 
whose mass opinion in the last analysis 
makes prices. And it is the proper ap- 
praisal of the human element which is 
the essence of successful forecasting. 


Many other considerations, of course, 
enter into it, some apparently remote 
in character but which, in relation to 
one another, bear on a general back- 
ground of fundamentals. Others more 
immediate, bear on the course of indus- 
try and trade and on the profit and 
earning position of various industries 
and companies. Still another group of 
considerations embrace technical factors 
having to do with the market's behavior 
and the evaluation of its internal 
strength or weakness as determined by 
volume, character of buying or selling, 
manipulative influences, sponsorship 
and a host of other variables. 

All of these, however, must be 
weighed in the light of their probable 
interpretation by the multitude of in- 
dividual minds of the present or pros- 
pective participants in the market. The 
human factor transcends all others in 
importance in the business of market 
forecasting, as it does in every other 
line of endeavor. 

Any system, habit of thought, chart 
or other historical record which does 
not accord it this importance is doomed 
to failure. 
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Long Distance helps 
refrigerator Company 
increase sales for 18 
months consecutively 


| In one country-wide drive, Norge 
Ba] Corporation sells five trainloads, 
valued at $1,500,000 


CERTAIN COMPANIES today are forging steadily ahead. 
Almost invariably, they are consistent users of Long Dis- 
tance. They find it an effective and economical way of 
meeting changed conditions . . . increased use of the service 
resulting not only in stimulated business but in lowered 
general costs as well. 

The use of Long Distance by the Norge Corporation 
is typical of that made by other successful companies, large 
and small. “Today, more than ever, we frankly recognize 
the value of Long Distance,’ says Howard E. Blood, 
President of the Company. “The savings it effects, and 
the results ix achieves, make it one of our most profitable 
business tools. 

“For example, one country-wide drive, which was con- 
ducted largely by Long Distance, resulted in the sale of 
five trainloads of refrigerators, valued at $1,500,000. We 
recently reported the eighteenth consecutive monthly in- 
crease in sales, and for the first half of 1932 our volume 
of business was substantially the same as for the entire 


year of 1931. Unquestionably, this reflects our consistent 
use of that most expedient tool, the telephone.” 

Almost constant telephone contact is maintained be- 
tween headquarters of the company in Detroit, district 
managers at various points, and distributors and salesmen 
throughout the country. Executives cover the country ir 
minutes, without leaving their desks. Through frequent 
and consistent use of Long Distance, they transact business 
at large savings in time and money. 

Best results are obtained from the planned use of Long 
Distance. Let a representative of your local Bell Company 
develop a complete telephone plan for your company. 
LONG DISTANCE RATES ARE LOW 

Typical Station-to-Station Rates 
From To Daytime 7:00P.M. 8:30P.M. 
Detroit Cleveland $ .60 $ .50 $ 35 
Boston New York 1.00 85 60 
Atlanta Chicago 2.35 1.95 1.30 


Los Angeles Denver 3.25 2.65 1.75 
St. Louis Seattle 6.50 5.25 3.75 


Where the charge is 50c or more, federal tax applies 
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The Trend of Events 


—A Respite from Politics 
—Germany at the Decision 
—How Much from Beer? 
—Motors in 1933 

—The New Style Investor 
—The Market Prospect 


VERY new total increases 
the Roosevelt majority. It 
begins to approach seven 
millions. It is an all-time record. It registers a pop- 
ular rather than a partisan victory. No narrow group 
can claim the credit of victory and, therefore, demand 
the spoils. Except as the President-elect may have 
made personal pledges before election he is under 
binding obligations to no particular faction or interest. 
One blessed consequence is that the Republican in- 
surgents are now ousted from the manger. To what- 
ever extent they contributed to the Roosevelt victory 
they dug their own grave. The Democratic majorities 
in the next Congress are so large that the irresponsible 
and nebulous third party has been obliterated. We 
have returned to bi-partisan rule, to responsible rule. 
President Roosevelt and his party can put through 


A RESPITE 
FROM POLITICS 


any policy they determine upon. If they fail the 
responsibility is solely theirs. 

While the outcome of the elections has given us a 
free President-to-be it has also freed President Hoover. 
He can serve his remaining three months without fear 
or favor. He can use that independence for the 
national good in many ways, but in no way so help- 
fully as by telling the Congress and the Nation the 
truth about the fiscal situation and its momentous im- 
plications, and demanding that the national legislators 
face it boldly. Like everybody else in authority, he 
has hitherto failed to expose and denounce the engulf- 
ment of national finances in the spreading economic 
and moral morass of pension expenditures. He 
can now do that, sternly demand a four or five 
hundred million reduction of unearned pensions, advise 
the reduction of government salaries to the level of 
private payrolls and otherwise demonstrate that the 
budget for next year can be balanced. He can make 
the forthcoming budget message his greatest. 


— 


GERMANY AT ERMANY is getting ripe 
THE DECISION for the man-on-horseback. 

The plan to govern the 
country by presidential autocracy in defiance of an 
overwhelmingly hostile parliament has come to grief. 
The ruthless von Papen has given up, and the puzzle 
of how to rule a country that will not rule itself is 
up for another solution. Parliament will not rule 
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because it can not unify itself. The authoritarian gov- 
ernment can not longer rule by deferring the ultimate 
issue through futile elections every few months. The 
Weimar constitution is due to be smashed as a fiction, 
even as it has been already smashed in fact. If Hitler 
and his Fascists prevail it will be done for. If the 
authoritarian idea is to prevail there will be a coup 
d’etat, even though no shot is fired. Even a com- 
promise between Hitler and President Hindenburg 
will not save the republic beyond the name. The 
Germans are not a political people. As revolutionists 
they are a failure. They like forceful authority. 
Where the army goes they will follow. The army 
can support any dictatorship, and to it any dictator- 
ship is better than democratic chaos. One can safely 
predict, as predictions go in these erratic days, that 
by hook or by crook Germany will soon submit to some 
sort of dictatorship and docilely. 

While the political situation nears a definitive de- 
cision the German economic position improves. Rep- 
arations is considered a dead issue, regardless of the 
outcome of the negotiations over the debts of the Allies 
to the United States. The banking position appears 
stronger, but large incomes have shrunk, savings are 
lower and new capital scarce. Employment increases. 

The recently announced Franco-British-German 
consortium gives some promise of renewed Franco- 
German economic co-operation. While the proposed 
reconstruction of the railways of Poland, Rumania, 
Irak and Portugal under the financing and direction 
of an intergovernmental corporation, promises relief 
for those countries its chief significance is in the fact 
of co-operation between Germany and France in the 
economic field. A great hope for European recovery 
and stabilization lies in that field. When France gets 
ready to finance economics instead of politics Europe 
will move forward. The franc dominates Europe even 
more than the French army. 


— 


FROM BEER? available on all sides one 

would imagine that a gullible 
public has jumped to the conclusion that the prospec- 
tive early legalization of beer will go far toward 
solving all human difficulties. Loose estimates of 
Federal “beer revenues” ranging up to $750,000,000 
are heard, whereas there is actually scant reason to 
anticipate much, if any, more than a tax return of 
$200,000,000 a year. This would be amply worth 
having, but it will not of itself balance the Federal 
budget. It would be most unfortunate if politicians 
were permitted to advance this measure with the 
shallow claim that it will meet the deficit. It must 
not be allowed to distract public attention from the 
stern necessities of a sharp cut in governmental spend- 
ing. Moreover, too emphatic warning can not be given 
to the public to beware of the present flood of stock 
promotions based on the speculative possibilities of 
brewing companies. Only a tiny minority of the scores 
of beer enterprises now being touted will ever make 


money. 


HOW MUCH Pies the abundant evidence 


MOTOR INDUSTRY HE automobile indus. 
IN 1933 try is energetically 

preparing new models 
in its never-ceasing effort to stimulate consumer de- 
mand. This is the same old story, repeated always 
at this season of the year. Yet, when we pause to 
think, there is something inspiring in the aggressive 
spirit of this industry. Here is an industry standing 
staunchly upon its own feet, confident in its ability 
to compete with the world without special advantages 
of any kind. Here is an industry free of debt and 
which has built up and maintained enormous reserves 
of cash. Here is an industry which has demonstrated 
that the passing along of ever-increasing values to the 
public at ever-decreasing costs is the soundest possible 
policy and the one most certain to create good-will. 
No industry is more deserving of prosperity, and yet, 
unfortunately, there is no evidence that prosperity is 
just around the corner. While the new models already 
announced represent a distinct gain in values to the 
public, the sharp competition for markets by. leading 
makers continues to put a killing pressure upon profits. 
There is at least cause for some immediate gratifica- 
tion in that the preparation for 1933 means a mod- 
erate improvement in business activity and employ- 
ment at a season when most lines are receding. 


R. WALTER S. CASE 
has done a_ public 
service in pointing out 

to the New York Conference of the Investment Bank- 

ers Association how, in the present deranged condition 
of economy and finance, the old rules of investment 
are no longer dependable. Today’s investor must 
weigh the passing effects of investment mob-psychol- 
ogy. He must consider that finance the world over 
is ruled by arbitrary and artificial measures and that 
trade, both domestic and international, is sikiect to 
rigid and arbitrary restrictions. He must correlate 
erratic exchange, managed currencies, agrarian unrest, 
international economic and political debt problems, 
disappearing governmental revenues, crushing, taxation 
and the complex of forces that are making for re: 
covery. He must remember history, watch and ap- 
praise the news of the day, furbish up his economic 
fundamentals and interpret events that defy them. In 

a word, as Mr. Case says, the investor in these times 
must buy and sell “on broad judgment, involving 
political, social, psychological and scientific factors 


THE NEW STYLE 
INVESTOR 


THE MARKET UR most recent investment 
PROSPECT () advice will be found in the 

discussion of the prospec: 
tive trend of the market on page 134. The counsel em 
bodied in this feature should be considered in connec: 


tion with all investment suggestions elsewhere in this 
issue. Monday, November 21, 1932. 
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As I See lt — 


The |nopportune 


war debts has resulted in a wave of propaganda which 

has unsettled the world economically and politically. 
This propaganda began with the signing of the Treaty of 
Versailles and has continued throughout boom and de- 
pression in various forms and from various angles. It has 
resulted in the setting up of a variety of camps for can- 
cellation, repudiation and _ revision, whose conflicting 
interests have confused and obscured the real facts. To 
confound the issue further, our experience with the sophis- 
ticated statecraft and diplomacy of the Europeans has been 
0 disappointing as to give rise to serious questioning of 
the sincerity of the proposals and pronouncements which 
have emanated from abroad. 

As matters now stand, the present certainly appears as 
a most inopportune time in which this vexing question of 
payments can be settled finally and on short notice. Nor 
does it seem sound that any final basis of settlement should 
be considered when the general level of prices is the lowest 
in generations. 

Therefore, it is only logical that the moneys due on 
December 15 should be paid; that any discussion should 
come later; either at the Economic Conference itself or at 
a separate convocation of the nations soon thereafter. As 
far as France is concerned, she has vast stores of gold, and 
cannot plead transfer difficulties. Her government is now 
feeling the repercussions of its own long political agitation 
against payment. England's approach is hampered by so 
embarrassing a companion. Although Britain is not so well 
situated at the moment, she undoubtedly has considerable 
credits available in New York which should enable her to 
make the payment at this time. The British attitude and ob- 
jectives at the Ottawa Conference do not encourage the be- 
lief that any trade advantages to us would attend a down- 
ward revision of her payments—except after further discus- 
sion. It is plain that we cannot ap- 
proach the problem of debt settlement 
en masse. Each country must be con- 
sidered individually. 

Despite the sugzestion of commercial 
gains made possible through bargaining 
in a revision of foreign debts, the 
American people are skeptical. They 
are not inclined to accept the pleas 
from abroad at this time without ad- 
ditional analysis. Our concessions 
have already been generous. More- 
over, So many mistakes have been made 
by Europe, through a desire for politi- 
cal and economic control, that current 
demands may not be found to be based 
on sound premises. The pleas may be 
founded rather on a habit of thought 
inculcated by long exercise of power 
and dominance,—of which the stupidity 
of the terms of the Treaty of Versailles 
'§ an outstanding example. A timely 
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ir ki desire to free herself of the burden of the 





By Charles Benedict 


Time for Revision 


illustration of European emotional logic is found in 
the unabated fervor of the demands for a downward re- 
vision of our tariffs—when Europe must be well aware that 
depreciated currencies have already accomplished that pur- 
pose; and, also, that this same currency depreciation has had 
the detrimental effect of further raising European tariffs 
against us from five to fifty-five per cent. 

Let us, therefore, analyze the position of these two most 
important debtors, England and France. 

The case of France can be dismissed very easily and 
quickly. She cannot talk of the difficulties of making 
payment in goods or services. Her gold holdings are 
second only to the United States. Her wealth is abundant, 
her obligations to pay obvious. Under the terms of 
Versailles she secured Alsace Lorraine, with riches in coal, 
iron, potash and other resources, as well as valuable colonies 
in Africa and elsewhere. Compare this with her position 
before the war. Nor does the difference in prices between 
the time when the debts were contracted and the present 
day change the hard fact that failure by France to pay 
would shift the full amount of the debts contracted from 
the shoulders of the French taxpayers to those of the 
American taxpayers, and unjustly so. Moreover she has 
received liberal concessions when her debts were previously 
scaled down, Also, it has recently been disclosed in the 
French press that after the Armistice, France sold her excess 
of munitions purchased from us to her allies, Poland, 
Rumania, etc., at a considerable profit. And, that this 
profit was sufficient to pay the interest charges on the war 
debt. France has long since collected this money and has 
had the use of it. Actually, the current annual payment of 
France to the United States represents only 1.6 per cent 
of her proposed budget expenditures, while 21 per 
cent of her budget expense is destined to armaments, in- 
cluding the fortification of her Mediterranean coast. It would 

be a simple matter to cut the 1.6 per 
cent out of her armament expenditures 
and ship us in gold the money so saved. 

England's position is, of course, not 
so opulent as that of France. It must 
be recognized, however, that the money 
she pays us corresponds with the 
amount of loans she herself made to 
her dominions and elsewhere during 
the war and at a higher rate of interest 
than that which she is obligated to pay 
to the United States. But against this, 
she pleads the matter of transfer. 

It is true, the balance of trade be- 
tween England and the United States 
has always been in our favor. This 
adverse situation has heretofore been 
corrected by indirect trade through 
other countries, by earnings from 
British shipping, and by other in- 
visible items arising from her position 

(Please turn to page 186) 


133 








Market Approaches Buying 
Level 


Gradual Accumulation Warranted in Periods 
of Price Weakness During Ensuing Weeks 


By A. T. Miter 








HE stock market's 

post election 

rally, optimisti- 
cally cultivated by that 
portion of the profes- 
sional speculative ele- 
ment which can never 
be content with inac- 
tion, appears at this 
writing to have ended. 
In exceptionally dull 
trading, prices current- 
ly have sagged down to 


American Telephone 
Consolidated Gas 


United Gas Improvement 
Norfolk & Western 
Union Pacific 


a level only a few Atchison 

points above the * 
RnR Reine” of pee & Ohio 
Oct. 10 and Nov. 3, in Pennsylvania 


which position most 
issues have cancelled 


Union Carbide 


Twenty Stocks for Investment Consideration 


Public Service of New Jersey 


likely under any cir. 
cumstances that all se. 
curities will hit bottom 
at a given time. Ac 
cordingly, we do not 
advise immediate pur- 
chase of these stocks, 
nor do we advise any- 
one to attempt the vir- 
tually impossible task 
of guessing an exact 
low point. 

We do recommend 
that investors who have 
reserved surplus funds 
for ultimate purchase 
of common shares re- 
gard the next five weeks 
as likely to encompass a 


Air Reduction 

du Pont 

Atlantic Refining 

Standard Oil of New Jersey 
Sears, Roebuck 

J. C. Penney 

Liggett & Myers “B” 
National Biscuit 

American Can 

Corn Products 





from 50 to 60 per cent ee 





period of opportunity 





of the July-September 
recovery. 

With business in seasonal recession and with Congres- 
sional action on a variety of major problems imminent, it 
appears highly improbable that there can be any dynamic 
or sustained advance in the market in the early future. 

If this apparently logical assumption be accepted, our 
interest naturally turns to the alternative possibilities over 
the remaining few weeks of the year. As this distressing 
year 1932 draws to a close it is conceivable that stock 
prices may move in generally lateral fashion within a trad- 
ing range differing little from that recently obtaining. It 
is equally conceivable that discouragement and doubt may 
cause values to drift lower. 

In either event, it is the decision of THE MAGAZINE OF 
WALL STREET at this time to advise its readers against the 
increasing risk of excessive pessimism. Whether sound 
stocks remain within approximation of present prices or 
whether they move lower, we believe the remaining five 
weeks of the year will in future retrospect prove to have 
constituted an attractive range for discriminating accumula- 
tion. 

On that belief we are presenting with this article a list 
of stocks of twenty outstanding companies. Considering 
the uncertainties involved in the early convening of Con- 
gress, particularly as regards the Federal fiscal policies, we 
claim no power to forecast the exact day of maximum buy- 
ing opportunity in the market. For that matter, it is un- 
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for accumulation. Inthe 
event that prices move 
lower in the very near future, logical investment policy 
would be to begin prompt purchases on a scale down, this 
method offering practical means of establishing a position 
at a satisfactory average. In the event that prices should 
hold somewhere near present levels well into December, we 
should regard that as a reasonably conclusive indication of 
underlying market stability, suggesting the advisability of 
scaling purchases on a basis of time, from week to week, s0 
that the holdings individually desired will be either sub 
stantially or completely acquired by the close of the year. 

In recommending specific stocks, we are in no way at 
tempting to forecast the long-range future or to call a 
major turn from bear to bull market. We are concerned 
here only with what appear to be the reasonable probabili: 
ties over an intermediate period, say for six months or s0 
ahead. Thereafter the future will again have to be sur 
veyed from a new perspective. 

On an obvious seasonal basis, the fourth quarter has pro 
vided an intermediate buying opportunity in the market 
in every year since the depression began. Conversely, the 
first quarter of each year has brought hopes of spring busi: 
ness revival and rally of greater or lesser proportion in share 
prices. It is not this precedent, but the logic which under 
lies it, that is impressive. 

A great deal of adversity has been endured in the last 
three years and economic adjustment has made substantial 
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progress. As evidenced by the broad financial improve- 
ment that has taken place since last June, there is strong 
reason to believe that the panic state of mind in this country 
is a thing of the past. Investors who have held on to 
their stocks this long have ever less reason to become fright- 
ened. Bank collateral loans have been greatly reduced and 
the urgent necessity for reducing them further has been 
diminated by a-steady strengthening of the general bank- 
ing structure, due both to a decline in currency hoarding 
and, more especially, to the return flow in recent months 
of virtually all of the gold which Europe withdrew in last 
summer’s phase of international panic. The speculative 
loan account in Wall Street has been cut from more than 
$8,000,000,000 to but little more than $300,000,000 and 
has been virtually static for months. 

In short, it is difficult to see any probable source of 
violent or urgent liquidation on large scale in the near 
future. If that is the case, there appears scant reason 
to expect that 1932 will end with any such feeling of fear 
and any such violent downtrend of prices as marked 1930 
and 1931. Instead, at worst, it seems likely that any 
further recession, whatever its final scope, will be gradual, 
irregular and relatively dull, influenced by scattered, small- 
scale liquidation and by speculative operations of purely 
transient significance. 

This is to say that there appears to be a reasonable prob- 
ability that the year 1932 will close with substantially 
greater market stability than have previous years of the 
depression. Moreover, considering the extent and dura- 
tion of the deflation, the internal corporate adjustments 
that have been made, the apparent cessation of decline in 
commodity prices, the recent turn for the better in our 
credit, banking and gold position and the positive evidence 
of slightly greater than seasonal gains in many lines of in- 
dustry during the autumn, it is obvious that we have a 
stronger basis for looking to next spring more hopefully 
than has been possible in 


further retention of commitments. Meanwhile, it would 
merely be a waste of mental energy to seek to look so far 
ahead. 

We realize that many of our readers would like more 
specific advice as to the scope of possible decline in the 
market. Without attempting to guess bottom, it is possible 
to venture some general observations which may provide 
helpful guidance. 

This question presents itself to the minds of many invest- 
ors: Will stock prices go back to the lows of last June? 
On a seasonal basis, there is scant reason to expect any 
such decline during the first quarter of 1933. Beyond that 
period is much too far into the future for intelligent fore- 
cast. For practical purposes, then, the question really boils 
down to this: What is the chance that prices will go 
back to the old lows within the remaining five weeks of 
this year? 

Our opinion is that this possibility is extremely remote. 
To duplicate the level of last June the market would have 
to decline by more than 30 per cent. During the course 
of the depression there have been several concentrated de- 
clines of this scope, but they occurred under conditions 
more adverse than now prevail and, of considerable techni- 
cal significance, they occurred over periods of two to four 
months. 

The concentration of a decline of this scope within the 
next five weeks would represent a considerably more violent 
collapse than any previously experienced throughout the 
bear market. With the bond market maintaining the 
greater part of its major summer recovery, with business 
appreciably above its summer low point, with our gold re- 
serves replenished and with general investment attitude 
resigned to the prospect that revival can only be slow and 
gradual, we see no logical basis for expecting a return of 
panic—and nothing less than panic could destroy the entire 
market recovery of the last few months within the short 
space of five weeks. 





any previous spring since 
the depression swept over 
us 





It is to the prospect of 
that next period of sea- 
sonal hope—the first quar- 
ter of 1933—that we are 
looking, in suggesting that 
investors avail themselves 
of whatever buying oppor- 
tunity is afforded during 
the short remaining time 
of this decidedly unin- 
spiring fourth quarter. No 
one need buy stocks with 
the fixed idea of putting 
them away and forgetting 
them more or less indefi- 
nitely. That unintelligent 
practice is one of the 
“New Era” fallacies of 
the past to which this pub- 
lication never subscribed. 
Stocks should be pur- 
chased on the logical prob- 
ability that they will show 
profits at some time within 
a period of months. When 
that time comes it is quite 
possible that enduring in- 
dustrial revival will have 
Started and that the t 
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The current perform- 
ance of the market, with 
trading dull, real liquida- 
tion obviously light and 
public speculative interest 
low, suggests, on the con- 
trary, that if prices decline 
in the early future the 
movement is likely to be 
one of not particularly ex- 
citing downward drift. If 
one ventured to assume 
that the market trend evi- 
dent since early Septem- 
ber is to be projected 
along approximately the 
same pattern for a few 
more weeks, such assump- 
tion would provide no 
basis for anticipating a 
reaction before the close 
of the year of more than 
10 to 15 per cent from the 
prices prevailing at this 
writing. 

For the purposes of this 
article the current busi- 
ness developments are not 
of importance. In most 
lines of industry, notably 
those which experienced 

(Please turn to 
page 182) 


















evidence will justify 
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“It is highly desirable that men be got back to work without 
destroying wage standards. It is much more important that 
they be got back to work.” 


Labor— The Crucial Factor in 


Business Recovery 


By CnHester M. WricHT 


Economist of the American Federation of Labor 


ESTORATION of em- 
ployment to America’s 
unemployed would 
bring restoration of business 
prosperity and change the 
whole tone of the nation. If 
that may be called a soph- 
omoric statement, it is none 
the less true and it is none the 
less America’s first and fore- 
most need. 

Unemployment today totals 
a little less than eleven million. 

If steps of the most energetic 
nature are not taken we shall 
close the year with more than 
twelve millions of idle workers, 
bringing tragedies beyond 
prophecy and possible social 
disturbances of the gravest 
nature. 

Professorial minds may 
grapple with America’s great- 
est problem as long as they like 
and bring forth plans and pro- 
grams to fill many books, but 
until jobs are found there is 
no solution. In 1918 the 
paramount problem was to get 
men into trenches. In 1932 it 
is to get men into factories, mines, mills and stores. As 
ron nation bent to the one task so it must bend to the 
other. 

It is highly desirable that men be got back to work with- 
out destroying wage standards. It is much more important 
that they be got back to work. 

Nor is it necessary to destroy wage standards. If the 
hourly rate of pay is maintained wage standards are not 
destroyed. Earnings per week may be lowered—nay, will 
be lowered—but the price of the labor actually expended 
will remain as it was. The buying power will be spread, 
so that the newly employed can go into stores and pay in 
money for the necessities of life. That means self-respect 
and self-respect means social soundness and safety. 

It is not easy to visualize more than ten millions of un- 
employed, or to think in terms of that enormous mass 
problem. But charitable institutions and mayors and gov- 
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ernors can come close to it. 
Two days ago a man came 
to my office. He addressed 
me in courteous terms. His 
diction was perfect, his English 
almost classical. He asked for 
work. His story is illustrative 
of much. Born in Vermont, 
he went to work as a boy. He 
saved his money eagerly, with 
a dual object. He wanted 
education and a business. 
Working his way he won a 
scholarship. Finally he went 
west and in San Francisco 
was a successful business man, 
when the earthquake and fire 
ruined him. He went on, 
working as a wage earner. 
Two years ago he had a fair 
savings account. Then came 
unemployment and the savings 
vanished. He has roamed the 
Atlantic Coast seeking work. 
He is 63. He has not lost his 
pride, but his courage ebbs, as 
it will when days pass with 
out food. “I should like to do 
anything,” he said. “It seems 
unfair that there is nothing, 
for after all I am a human being.” In a driving rain he 
walked, looking for work. An old man, alone, doggedly 
fighting ahead, with what chance and to what end? 

And so, over the country, there are old men, there are 
middle-aged men with families, there are young men, learn: 
ing bafflement when they should be feeling security and 
building in confidence. America must find the answer to 
this tremendous tragedy. 

We cannot plunge back to prosperity. Does it not seem 
reasonable, then, that we begin where we can begin, with 
such a dividing of work as to assure the necessities to the 
largest possible number, proceeding from that point on to 
a fuller measure of well-being? 

In March of this year the American Federation of Labor 
statistical department made some interesting computations. 
The accuracy of the figures has not been challenged. Tak- 
ing the man hours of available employment in those states 
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where such figures are to 
be had and extending 
them through all industry, 
it was shown that the 
then available work in the 
entire nation was sufh- 
cent to provide each 
worker with 30 hours of 
work per week. Strange 
as it may seem, the aver- 
age length of the work- 
week for the workers then 
employed was 45 hours. 














The Average Worker’s Output in 1929 


The average worker’s product was valued at 
Average cost of material and power was 
Wherefor value added by manufacture was 


The average wage was 


Rent, interest, dep: 


fo 4h 





once is but a beginning. 
The sharing must continue 
into the future and it 
must be something vastly 
more substantial and gen- 
erally fattening than the 
sharing of work by those 
who do not have enough 
with those who have none. 

The impression that the 
depression came upon us 














It was the Federation’s view that the 30-hour week should 
have then been made universal, or as nearly so as possible. 
Obviously, that would have ended unemployment. It is 
equally obvious that today there is not enough work for 
even a 30-hour week, but there undoubtedly is enough for 
a 20-hour week. There seems no way to destroy the idea 
that it would be infinitely better if all America were at 
work 20 hours a week than it is that nearly eleven millions 


should have no work at all. 


Distributing Income 


The idea that there should be a dividing up of available 
work is bitterly opposed by some, who see only that some 
would earn less than they now earn. Recently a certain 
manufacturing establishment secured a large government 
contract. It had long been working short time. No sooner 
had it secured the big contract than it began working on 
a 12-hour day basis, even adding overtime to the 12 hours! 
There was no mechanical reason why twice as many men 
could not have been employed six hours a day and that 


is what the work-sharing idea means. 


To merchants it 


means twice as many families coming to their counters, all 


spending their entire income. 
Economics is not an emotional science. 


It is actually 


cold-blooded, and it must be so if it is to avoid error and 
so remain at least something of a science. Sound economics 
should teach us that it is better to have an entire nation 
wholesomely fed and adequately clothed than it is to have 
half a nation starved while the other half builds bank 
accounts. The logic of this seems to be growing through- 


out the nation. 


Furthermore, unless American business can come to an 
effective decision that hereafter the national income is to 
be more equitably distributed than in the past, we may as 
well conclude that the seeds of the next depression are be- 
ing sowed, even as we struggle to win our way out of the 


present chaos. In a great 
many industries the rate 
of production per man has 
grown tremendously since 
1929. In many industries 
engineers and efficiency 
experts have held their 
jobs only as long as they 
could devise new routings 
of materials or new meth- 

of operation to cut 
labor costs. 

America has just regis- 
tered a conviction that it 
Wants a new political deal. 
A new industrial deal is 
vastly more important. To 
divide the available work 
80 as to restore millions to 
payrolls of some kind at 
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in the fall of 1929 persists. 
Most Americans look back 
to 1928 and the first half of 1929 as a prosperous period. 
But the depression began long before 1928. Not since 
1919 have there been as many men on American industrial 
payrolls as in that year. That thing inadequately described 
as technological unemployment has been growing upon us 
through all of the years since the end of the war. 

And those who like to point to international complica- 
tions as the cause of our great misery may continue to point 
without destroying the truth of the statement that while 
international conditions may have their contributing effect, 
the basic thing wrong with America is purely internal. It 
can be described as technological advance, bringing unem- 
ployment, too much being drained off in profits of one form 
or another, too little going into wages. 

There was an inadequate buying power in America when 
Wall Street went to pieces in 1929. But from that time 
until United States Steel effected its first wage reduction in 
1931 the total buying power of American industrial work- 
ers shot down 39 per cent, or $4,454,000,000, as revealed 
by a study of United States Bureau of Labor Statistics fig- 
ures. This was the total of unemployment, part-time em- 
ployment and wage reductions, balanced against the change 
in cost of living figures. 

To obtain a view of the whole depression period, that 
is from 1929 to the present, let us borrow the American 
Federation of Labor figures on the fall of wages and salaries 
since 1929. 

In 1929 the total of wages and salaries amounted to 
$53,252,000,000. In that year retail sales totaled $53,- 
000,000,000. And now observe: 


(In Millions of Dollars) 


Workers’ Income Loss from 
(wages and salaries) 1929 8-les 
40.503 1.749 44.000 
15.511 37.500 
25,020 30,000 


For 1932 much is estimated, but on the basis of known 
trends, it will be observed that loss of wages and loss of 
retail trade bear an almost 








constant _ relationship. 








How American Funds Flowed Abroad 


From 1914 to 1930 


Americans loaned to foreigners 


” Americans invested abroad 


American tourists spent 


Americans paid in interest on foreign investments in 


Missionary and Charitable Institutions sent abroad... 


Freight on exports cost 
Our government spent abroad 


American advertising abroad cost 


Which makes a total flow of 


They are welded together 
by the necessities of men 
and women. More than 
that, they show clearly 
that the welfare of trade 
depends, not upon the af- 
fluence of a few, but upon 
the steady, wage-earning 
ability of the millions. 
Back of retail stores are 
wholesalers and jobbers 
and back of them are fac- 
tories, mines, mills and 
forests. The state of re- 
tail trade is, by and large, 
but the projected picture 
of the state of affairs in 














manufacturing industry 
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and in the production of raw materials. Industry and peo- 
ple are one thing, not two things. They languish together, 
or they rejoice together. 

But some of the people in industry can rejoice too much. 
From 1922 to 1929 dividend payments by all corporations 
increased 143.1 per cent. In the same span of years wage 
and salary payments increased 45.5 per cent. Wages 
reached their all-time high in 1929, although some wage 
rates per hour continued to rise into 1930. Dividends 
reached their all-time high in 1930. Today workers’ in- 
come is 23 per cent below the 1922 level, but dividends 
are 32 per cent above that level. 

Consider the figures in the accompanying table obtained 
from the 1929 census. They 


worker in 1919 to 5.3 h.p. per worker in 1927. Volume 
of production in 1927 was 89 per cent over the volume in 
1919. In five industrial groups—textiles, paper and paper 
products, printing and publishing, petroleum and coal prod- 
ucts and stone, clay and glass products—there was a gain 
in the number of wage earners employed. In eleven other 
major industrial groups there was a fall of 873;827 in the 
number of employes. This displaced army heralded the 
flowering of automatic and straight-line production, per. 
fection of scientific management and substitution of ma- 
terials. There, it would seem, is the actual root of the 
unemployment problem as a permanent evil. Permanent, 
that is, until a remedy as basic as the cause is applied. 

A great deal has been said 
about the possibilities of em. 








do not chart the whole situa- 
tion but they are illuminating 
and strongly suggest the lack 
of balance about which the 
nation has been complaining 
in an agony of surplus produc- 
tion and surplus workers. 
Certainly there were profits. 
Perhaps we may say there was 
too much Insullism, too little 
in wages. Moreover, the drain- 
off of funds to foreign shores 
proceeded at a breath-taking 
pace, as shown by the larger 
table accompanying. All of 
this money, over 42 billion dol- 
lars of it, came out of Ameri- 
can industry and did not go 
into American buying power. 


depression. 


Those who look on the shorter working-hour 
week with apprehension as to its economic 
consequences may revise their views if they 
recognize the movement as a trend rather than 
an innovation. Spreading the work by means 
of shorter hours is not solely an expedient of 
It began years ago when the 
twelve-hour day gave way to the eight. No dire 
consequences ensued. Now mechanization has 
advanced us another step. Need we fear the 
accompanying and inevitable adjustment? 


ployment in new _ industries 
when men are displaced in 
established industries. Some 
authorities point to the so 
called service occupations as 
the sponges wherein those 
washed out by automatic ma 
chinery may be absorbed. But 
the great period running from 
1919 to 1929 failed to show 
that the service industries 
could be expected to form an 
effective sponge. There was a 
net loss in the number of avail- 
able jobs. If that fact points 
to anything it is the necessity 
for a readjustment of the hours 
of work. 





The tremendous flood of 





It is the equivalent of the wage 
and salary total of a whole 


boom year! 

There is a growing number of Americans who become 
more and more convinced that America’s economic future 
lies within her own borders. They see America as the 
richest market in the world and they hold that if there 
can be equity in the division of reward for creative toil 
America can approach the characteristics of Utopia. It is 
not that these Americans are jealous of profits, or that 
they seek to restrict individual enterprise and initiative. On 
the contrary, they hold that unless there is restriction of 
what they term plundering, all opportunity for initiative, 
except for a very few, will vanish and that quite possibly 
a resentful people will destroy the present structure in 
toto. They hold that preservation of democracy and of 
the American scheme of things depends upon a fairer shar- 
ing of the fruits of American industry. Finally, that comes 
down to and must be translated in terms of wages and 


hours of work. 


Roots of Unemployment 


Work is inseparable from the places where work is done 
and it is inseparable from the demand for the products of 
work. Examining those things it is clear that while the 
glow of the golden age was warmest and most encourag- 
ing, the shadow of today’s unemployment was creeping on 
ahead, with almost none to heed the warning. Post mortem 
examination avails little unless it serves to guide future 


operations. It should do that. Medicine proceeds by re- 
search and clinical observation. Why not industry? 
America reached the employment peak in 1919. From 
that year to 1932 there was a 16 per cent growth in popula- 
tion. The total installed horsepower in 1919 totaled 11,- 
540,776. In 1927, the latest available figure, the total was 
15,666,374. That was an advance from 3.2 h.p. per 
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profits point to the other half 

of the remedy, a gain in wage rates. All the self-praise 
of the last decade to the contrary notwithstanding, the 
United States has not been a land of high wages, except by 
comparison with other nations. Comparison with American 
productivity and American resources shows this country 
a land of low wages and enormous profits. 

We have observed the average industrial wage. Where 
there is an average there is a portion below the average. 

Down in what someone has called the cesspool of in- 
dustry there is a group of 30 industries in which the wage, 
as shown by the 1929 census, is less than $900 per wage 
earner per year. Only 14 of these industries pay more 
than $800 per year, while at the bottom the turpentine 
and rosin industry pays a wage of $372 per year. If the 
workers in this industry earn a little at something else it 
is never much. The workers in these thirty industries pro: 
duce necessities, such as cotton gloves, work shirts and 
overalls and cotton textiles. They work at canning fish 
and oysters, fruits and vegetables and the making of cotton: 
seed oil. And they make cigarettes, cigars, smoking tobacco 
and snuff. In these industries almost one million workers 
are employed normally. In one of these industries, em 
ploying 116,000 workers, the value added by manufacture 
is over eight hundred million dollars and the wage is 90 
small a part of the total cost that an increase of a flat 100 
per cent would add but eight per cent to the final cost. 


The Biggest Employers 


The average wage, as found in the 1929 census, was 
$1,308 and there are 151 industries that pay, or then paid, 
less than the average. That was not today, in the midst of 
depression, but in the boom period. Just how are all of 
the luxury and semi-luxury products of miraculous Amert 

(Please turn to page 171) 
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How A Billion Can Be Cut 
From the Budget 


Balance Can Be Achieved Without Increasing 
Taxation, Solely By Reducing Expenditures 






By Joun D. C. WeELpon 







N an effusive moment just after the war the late Franklin But when it comes to putting a finger on the places for 
K. Lane, then Secretary of the Interior, remarked that cutting there has been little but loose guessing beyond the 









= the war had taught us how to think of national expendi- suggestion that 452 million dollars can be subtracted from 
steies tures in terms of billions. No longer would we be a _ the budget of the Veterans’ Bureau by cancelling all non- 
"tn picayunish nation—we would spend royally and mag- _ service disability compensation and pensions for death and 
wai nificently, with corresponding results in social betterment. disabilities incurred in civil life. The last session of Con- 
avail: And we have spent royally, even imperially. At the mo- gress spent a lot of time and effort on trimming expendi- 
oints ment the resulting social betterments are hard to find. tures here and there, but the net result was, perhaps, a cut 





No gorgeous spendthrift ever performed more brilliantly of only about 300 million dollars in what might be called 
than the Federal government in the fiscal year 1931-1932. the regular budget. The reduction of more than 1,100 
It took in a little over two billion dollars and it spent over _— million dollars in appropriations for the current year as 
five billion, leaving postal revenues and receipts (except for | compared with those for last year was largely due to the 







1 of 

half the deficit) out of the picture. Despite reductions of ap- fact that the latter were swollen by such recoverable 
raise propriations and increase of taxation the government is items as 500 million dollars for the Reconstruction Finance 
the running into a lake of red this year for as much as Corporation, 102 millions for the Farm Board, 200 millions 





a billion—perhaps one and a half billions. Five months for the financing of bonus certificate loans, 125 millions 

ago the budget was balanced in a rough way on paper; _ for the Federal Land Banks, etc. Notwithstanding the fact 

already it has toppled and fallen. Hypothetically taxes that two departments and many bureaus were actually 

were increased by about a billion dollars. Will the coming bled white and that all government salaries were cut 814 

session of Congress add another billion? per cent, the real problem of reducing the normal outgo 
The budget must be balanced. That is agreed by all— _has been hardly touched as yet. 
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in not only as a matter of government necessity, but as an It comes now in this form: How can a billion dollars be 
age, essential prop of the nation’s financial and commercial slashed off the 3,900 million dollars appropriated for 1932? 
rage structure, as an indispensable factor in the recovery of That is on the assumption that the budget is to be balanced 
ore prosperity. A busted government is the source of in- by reduction of expenditures and not at all by increase of 
tine numerable evils and menaces. That NT COSTS taxation. Before we get busy with our 
the way lie inflation, fiat money, sky- gn figurative axe let’s consider what we are 
e it rocketing and crashing prices, and final S$ up against in the present allocation of 
>f0- ruin, public and private. C % appropriations by their functional 
and To balance any budget, public 2 G application : 

fish or private, you can borrow, in- Y € 

on crease your income or reduce 4& , Where the 3,900 Million Dollars 

cco your outgo. Or you can do all “ ]/ Yj Go 

cers three. Uncle Sam has been doe 7 _ 

sae ing ~ three. National, state — y/ // lj WAR DEBTS - / ‘22 a cent to yaa — 

ure Ocal taxes are already absorbing Y Go reduction of nationa 

$0 close to one-third of the income Y a Yl / yy debt. 

100 of all the people, and the last ee / 7 7/ 2. 27 per cent for war pen- 
thing we should do is to increase Yj sions and compensa- 
taxation still further. We are J/ tion veterans’ hospital 
, pretty near the point PRESIDENT. care, administration, 
Where business will lie down an CONGRESS. PUBLIC etc. 

vas die if it has to carry a greater Y M ACRICULTURE, yyy 7] 3. 16 per cent for military 

id, burden of taxes. To borrow to Mea OOERCENT” defense — the army, 

of Pay running expenses is finally navy and marine 

of ruinous. corps. 

rl There has been much talk of reducing i : 4. 13 per cent for law enforcement, 
expenditures by a billion dollars a year. °“”*## National Committee for Economy Congress, agricultural promo- 






for NOVEMBER 26, 1932 139 


tion, fiscal administration, public health, etc. 
per cent for public construction, such as build- 
ings, harbors, waterways, highways, flood con- 
trol, etc. 

per cent to make up the deficit between postal 
receipts and costs. 
per cent for promo- 


We cannot entirely overlook the fact that this huge com. 
pulsory circuit of money is an important factor in economic 
life. It’s all spent at home, too. 

Now for the axe: Well, let us say, before the war the 
Federal government cost about 700 million dollars a year. 
Let’s just cut back to that 
amount. 








tion and regulation of 
commerce and indus- 
try, education, labor, 
air and land transpor- 
tation, fisheries, mer- 
chant marine, and 
general science and 
research. 


Reduce Veterans’ Cests 
Cut the Payroll 


It is helpful before we begin os apna 


to consider cuts, to look at the 
distribution of the 3,900 million 





How to Cut the Federal Budget 
a Thousand Millions 


Trim the Postoffice Dept 
Save by Governmental Reorganization... 


Not so easy. Thanks to the 
war, the interest on the public 
debt alone, is now more than 
600 million dollars. Military 
defense now costs more than 
600 millions. 

Shall we abolish the army 
and navy or pare them down to 
impotency? Not, even our 
Quaker president says, while 
the rest of the world is armed 
to the teeth. 

















dollars (might as well call it four 
billion) according to the de- 
partments and agencies that pass it out. Thirty-six per 
cent is spent by the Treasury Department (79 per cent of 
it for interest and principal of debt); 28 per cent by the 
executive, and independent agencies—over 90 per cent of 
which is spent by the Veterans’ Bureau for war pensions, 
etc.; 11 per cent by the War Department, 15 per cent 
thereof being for non-military public works; 9 per cent by 
the Navy Department; 5 per cent by the Agriculture De- 
partment—55 per cent being on public roads; 4 per cent 
by Post Office Department, being its deficit over business 
income; 2 per cent by the interior Department, the Indian 
Service getting 31 per cent of it; 1.5 per cent by Depart- 
ment of Justice; 1.25 per cent by government of District 
of Columbia; 1.25 by Commerce; and 2.25, together, 
by legislative, state and labor departments. 

And, just a minute more before the gleaming axe 
descends: Who gets all these four billions or so? These 
billions go back to the public almost as fast as the public 
shovels it in—but not into precisely the same pockets. It 
is decidedly redistributed—at first, at least. The composite 
taxpayer pays out a billion for interest from one pocket 
and gets it back on the other side of his trousers. This 
composite person is composed of several million individuals. 


The veterans and their 


irs — wipe out the war 
and its fiscal consequences. 

of 1931 (before we ran into much fepeesiiens terol 
the war accounted for an increase of 15 billion dollars in the 
public debt, and increased the annual debt service by 1,038 
millions. It increased pension costs by almost a thousand 
millions a year. Look at the eloquent figures in the accom- 
panying table. 

_ It is idle to speculate on the effect of the war in increas 
ing other expenditures than those for pensions and the 
debt service. It must be several hundred millions. But 
we can’t wipe out the war and its consequences. 


Those Stupendous Debt Charges 


But you look at the 1932-33 appropriations and see a 
round 500 million dollars set aside for the sinking fund, 
that is, to reduce the public debt. You swear softly and 
say: “Why take 500 millions in these desperate times to 
put into a savings account for debts that may not be due 
for twenty years or more? Let's swing the axe there and 
knock out half a billion!” The trouble is that after you 
swung the axe with full efficiency you would have your 
trouble for your pains—except that you might shatter the 
foundations of national credit. You wouldn't help the 
current income and outgo 
situation much. That 500 








beneficiaries take in a bil- 
lion dollars, which keep 
life moving for more than 
a million families. 

Of the 114 million vet- 
erans who draw compen- 
sation pensions for various 
wars 400,000 get them for 
disabilities not related, or 
at least not discovered, 
until after they returned 
to civil life. And that’s ac- 
cording to law, too; noth- 
ing crooked about it. Now 
comes the civil service list 
with a roll of about 600,- 
000 persons, of whom 70,- 
000 live in the city of 


National Debt 


Pensions costs 


postal deficit 


Miscellaneous 


Increase due directly to war 
Other increase 





What the War Did to the Budget 


(In millions) 
Annual debt retirement and interest.... 23 1,061 1,038 


Shipping Board and public works 
Other Govt. depts, and offices, including 


millions is being borrowed 
now; it doesn’t come out of 
current taxation. Neither 
does it increase the public 
debt except in appearance; 
only postpones it. New ob- 
ligations are issued, but 
70 413 their proceeds go into buy- 
761 ing old obligations or 
875 equivalent use. 
That 640 million dol- 
~~ lars for interest is a ter’ 
rible sinkhole for taxes. 
Can’t something be done 
about it? Interest is in a 
different category from 
the sinking fund. In 


1914 1981 Increase 
$1,188 $15,801 $14,613 

















Washington. They! now 
absorb a billion a year. 
And don't forget that about 300,000 of them work for the 
Post Office department. The average civil servant draws 
$141 a month. The military employes number about 290,- 
000 and they get $260 million a year in cash, and some 
food, housing, etc., on the side. 
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effect, for current expense 
purposes the sinking fund 
drain has been disposed of already. But every dollar that 
goes for interest means a dollar more for the bent-back 
taxpayer to dig up. We are borrowing now to pay that 
terrible interest bill, hig enough to finance many nations 
in their entirety. That means interest on interest. It 
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means increasing the public debt. Why not—like England 
and France—decree a general conversion? But it is argued 
that anything like a wholesale refunding of the debt, even 
if it saved a hundred millions a year in interest, would at 
this nervous time smirch national credit. Anyway, it 
couldn't be done in time to affect the present situation. 

One way of approaching the problem of reduction of 
expenditures would be to put all other expenditures than 
debt charges back to where they were in 1924, the post- 
war year of lowest outgo. As compared with 1931 that 
would save 95 millions on army and navy military expendi- 
tures, 309 millions on veterans; Shipping Board, public 
works and non-military expenditures by the Army, 198 
millions, other government departments, agencies, postal 
deficiency and civil retirement fund, 322 millions; a total 
of 924 millions. Administrative economies, by reorganiza- 
tions and for salary reductions, of about 5 per cent would 
make up the required billion. 

It may be possible to balance the budget without cutting 
a full billion. ‘The return of beer, which seems certain 
during 1933, may add 200 million dollars a year to the 
internal revenue. Taxes are taxes, of course, whether direct 
or indirect, but the beer tax would be an easy tax, a pain- 
less one. A general sales tax would be infinitely better 
than more specia! excise taxes, or increase of income taxa- 
tion. The last is to be avoided at all costs if the goose of 
business enterprise that lays the golden eggs of prosperity 
is not to be starved. Let's keep beer in reserve. 

It is now apparent that there may be no payments this 
fiscal year—if ever again—on account of the inter-govern- 
mental war debts. If so, another quarter of a billion must 
be negotiated. 

Painful as it will be to cut the veterans a full 500 millions, 

we still have 


to curtail ex- 
penditures by 
half a_ billion 
more, if we 
are to avoid 
higher taxes 
and additional 
perilous _ bor- 
rowing for 
running ex- 
penses. 

Can it be 
done? 


” * 
og 
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Necessity knows no law—and no mercy. 

What if we knew that the alternative would be ruin of 
the public credit, default on the national debt, resort to un- 
I:mited printing press money, monstrous inflation, final ina- 
bility to pay running expenses and daily bills, even with stage 
money—and then such a collapse as Germany had in 1924? 

That may be the alternative. If we don’t voluntarily 
curtail in a heroic manner we may be curtailed by ruin. 
Curtailed as the bankrupt is. Which would be worse— 
ruthlessly to cut expenses 500 millions or be ruined? 

Assuming then that we are determined, at any cost of 
governmental inefficiency and narrowing of its field to pay 
as we go and quit borrowing for any purpose except for 
the sinking fund and interest, where can we reduce by a 
second 500 millions? 

Not an easy question to answer. 
answer: 

1. Cut all government salaries by 10 per cent. 
That’s somewhere around 120 million dollars. Terrible, 
yes. But private incomes have been slashed at least 30 
per cent. Government employes have so far been cut about 
10%. Reduce the number of people on the payroll if neces- 
sary, but anyway reduce their salary total by 120 millions. 
It can be done, despite all arguments to the contrary. 

2. Tell the Post Office Department that it must cut its 
cost garment to its cloth income and save 100 millions. 
Hard to calculate but call it that. Trim all sorts of postal 
subsidies—air mail, shipping subsidies. Knock out the 
racket in the rural free delivery, which now cost 90 millions 
a year and reduce it to 50 millions. 


But suppose we must 


Reorganize and Consolidate 


3. Reorganize and consolidate the swarm of departmen- 
tal bureaus and agencies that are independent of the de- 
partments. This is a matter for efficiency experts; but 
here are some suggestions: 

Why should there be five bureaus or agencies dealing 
with pyblic lands? 

Why should public works be handled by the War, In- 
terior, and Treasury Departments, two or three bureaus 
in the Agriculture Department, etc.? Why should 
navigation matters be handled by both the Shipping 
Board and the Department of Commerce? Why should 
not the Federal Trade Commission be consolidated with the 
Department of Commerce. Why should scientific research 

(Please turn to page 184) 
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Intimate Letters of ah 


WASHINGTON, November 10, 1932. 
DEAR PERRY: 

On this chill November morn I’m just bursting with lofty 
and (nevertheless) profound thoughts. My lucubrations 
wrap themselves around the inscrutableness of human 

destiny and the venomous nature of fate, if 

you know what I mean 

I'm thinking of Herbert Hoover—brushed 

aside like a fly by the colossal impatience of a 

nation. Here today, gone tomorrow! All 

the hogwash (delicate rustic synonym for 

“baloney”) that deluged him a few days ago 

now drowning poor Franklin Roosevelt. “The 

(| King is dead, long live the King” stuff—you 

f| know. Okay? 

I could weep with Hoover, but I’m just 

enough of the eternal rebel to take a savage 

satisfaction in this complete rout of the 

high-hats, boiled shirts, monocles and spats. 

The smug favorites of fortune who have 

been running this country needed a political 

drubbing as well as a pecuniary deflation. 

Snobs have been getting fewer and fewer 

in Wall Street. During the past year I have 

been able to see two second assistant vice- 

presidents without appending a biog- 

raphy and a certificate of necessity. I 

expect to ignore all but the strongest 
office boys after this. 

Furthermore, as long as it had to be a 

Democratic victory, I am glad it was a 

smashing one and 

I get some comfort 

in looking at that 

solid rank and file of 

states for Roosevelt 

—all the way from 

Massachusetts to 

Honolulu and from 

Alaska to Florida. 

Who do you think 

is running Yankee- 

land now? Hurrah 

for Andrew Jack- 

son! Coonskin caps 

will soon be in style. 

Put a fill-or-kill 

order on that United 

Aircraft the next 

time I wire you. 

How about a De- 

cember rise? And 

listen, lay off margin 

demands until after 

Christmas, or a beau- 

tiful friendship will 


& His New 


perish, and I can’t spare another—hundreds of them are 
dying now. . . . I've no use as a journalist for a man who 
is going out of office. 

Now that the tumult, shouting and bet liquidation are 
over, victor and vanquished are going right after Old Man 
Depression. Expect to see the snappiest and most business. 
like session of Congress I’ve ever seen—everybody looking 
like a Democrat. Budget will be balanced in one-two-three 
order—so far as the impossible can ever be achieved. I'm 
thinking of the debit side. You just can’t cut a billion 
dollars out of the budget. Must be more taxes. Think the 
sales tax is earmarked for adoption. Also, income taxes 
will be left alone. Beer tax is counted on by the more 
sanguine. I don’t see much coin therefrom during 1933-34. 

Don’t bet any but stage money on Hoover resigning. 
He’s going to stay right on the job until 12 noon, March 4. 
There is now no crisis, such as the World War crisis. De- 
pression has already been legislatively dealt with in an 
emergency sense. Little difference between Hoover and 
Roosevelt on near-policy. The less early scrapping, the 
calmer the future for the new President. Hoover on the 
job will be a shock absorber and a reliable alibi. Roosevelt 
will stay out and look in; Hoover will stay in and look 
out. Both will be satisfied—and co-operation will be their 
common name. 

Pass this word along to your business friends, if you have 
any. (I don’t consider that you are in business, inasmuch 
as you toil not neither do you spin.) Here’s the word I 
mean: Even after March 4 there'll be no great tariff shake- 
up, there’ll be no easy money legislation, although there 
will be some to make debts easier to get rid of, that is, 
reduce them or extend them. By the time Roosevelt gets 
around to rocking the boat she'll be as hard to rock asa 
granite reef. 

Everybody is trying to beat a path to Col. Howe’s door. 
He’s Roosevelt's secretary and Fidus Achates. The new 
Col. House, Mark Sullivan, and the rest of the Rapidan 
reporters are glum. Some of them sagaciously dodged the 
funeral trip to California. They're scanning approaches to 
Roosevelt. But no closer than the social climbers. 

With no hostages left to fate, the bureaucrats unite in 
telling me that there is no question that recovery has set 
in, and that there won't be enough foolish Democrats to 
stop it. You may long for prosperity, I may cry for it, 
but Roosevelt is soulfully praying for it. Prosperity always 
wins at the ballot box, and hard times always lose at that 
rendezvous. Ask Hoover. 


So long, 
Don. 


P. §. Oh, I forgot. Here's some news for national 
gaiety. Magnus Johnson is coming back to Congress from 
Minnesota. You remember Magnus and his raw Swedish 
dialect, don’t you? . ... . Huey Long fears for the spotlight 
of the eccentrics. 
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Washington Journalist 
York Broker 


New York, November 18, 1932. 
)gaR DON: 

Far be me from it to say, “I told you so,” but did you 
notice the manner in which the stock market acted right 
after Election? And whom do you think was responsible? 
[ understand that Brilliant Barney has been buying his 
head off in the rails, that Raskob is back on the bull side 
and believes that General Motors is God’s gift to all trust- 
ing investors, that Loree of the inscrutable whiskers is now 
long such a bunch of New York Central that he can take 
Grand Central Terminal for his private office any day he 
ays, that the Ben Smith-Tom Bragg-Matt Brush triumvi- 
rate has said good-bye forever to the short side, and that 
barring the usual “healthy reactions” which invariably 
catch the slim margin speculator, the bull market is on its 
way. 
If you want gossip, I’m a givin’ it to you, and there is 
more truth than poetry in what I hear. Why even old 
deep-set-eyed Dr. Anderson of the Chase, who couldn't be 
wiggined into a bullish position for three years, has finally 
apitulated, and joined the optimists. 

Of course there is plenty of talk about the new Cabinet, 
and no roster is complete without Owen D. Young. I 
wonder whether Owen would have the patience to sit in 
with a bunch of politicians. I doubt it. Everybody has 
Farley slated for the job of Postmaster-General. They say 
he was a swell strategist, and responsible for the election 
of “him with the synthetic smile.” Don’t you believe it. 
With the temper of the American public, in favor of a 
change at any price, and with any candidate, Joe Zilch 
could have been elected. 

Boy! oh boy! oh boy! did you pay any attention to the 
proxy fight in the Aviation Corporation? Did you read 
the paid advertisements? That is—Cord paid for his own, 
and the Aviation Corporation had their’s paid for by the 
stockholders, including Cord who owns about 30% of the 
company. Kind of a funny situation, Cord having to pay 
30% of the cost of an ad which attacked him. You 
haven't heard the last of that boner by a long shot. Believe 
me, this fight was a humdinger under the blankets, and I 
was betting a red apple on the Front-Drive Napoleon. 
from what I can gather, Cord had enough ammunition to 
blow the Lehmans and the Harrimans into a serious huddle 
on their own five-yard line. Funny isn’t it . . . Harriman 
fghting Cord for the same reason that old man 
EH. Harriman fought the New York bankers in his rail- 
nad fight, only E. H. was in Cord’s position. What a 
difference one generation makes! 

So far as your friend Herbert Hoover is concerned, it 
my humble opinion that he is growing bigger, broader, 
and more appreciated every day. He has taken his defeat 
manfully, and has acted with much more grace and gen- 
uine bigness than his closest advisor would have believed 
possible a scarce six months ago. The man actually gets 
tremendous ovations in the movies, while Franklin Delano 
gets a few scattered handclaps. The real fun, however, 
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takes place when O’Brien’s map is flashed on the screen. 
You remember O’Brien, don’t you Don? He’s the guy 
that ran for Mayor of this here almost bankrupt city, and 
was shoved over by the Tammany vote. Honest, when 
his head, and the tough voice appear, the audience bursts 
into seven different kinds of laughter. 
Who wouldn’t? 

I suppose with the Election over, and 
nothing stirring in November but the debt 
negotiations, you folks in Washington are 
trying to manufacture stories as to what 
the short session in Congress is going to 
do. Oh, by the way, I nearly forgot to 
write you the most important thing that 
happened up our way on Election Day. 
You know I was for Hoover, but was re- 
signed to the Democratic landslide, and 
ready to make the best of it. However, 
old potato, I’m reconciled to the Donkey’s 
victory good and plenty because when that 
long-eared animal galloped through the 
polls to home-plate, he kicked his Republi- 
can brother LaGuardia right in the whatziz. 
Believe me, Don, there were just as many 
celebrations on Fiorello’s defeat, as there 
were on Roosevelt’s victory. So it is simply 
another example of “an ill wind” 
etc. and Democrats and Republicans alike 
were highly pleased, as who wouldn't be? 

When are you coming up to see me? 
Business is still one step ahead of the 
sheriff. If you don’t hurry up my 
whole office force and-all the custom- * 
ers will have left Ps ae 
for a cruise in 7 ost —* 
Southern waters. 








Affectionately, 
PERRY. 


P.S. What I said 
about the cruise is 
no fooling, that is 
so far as the office 
force is concerned, 
but I was joking 
about taking the 
customers along. In 
fact I haven't been 
able to get in touch 
with them since the 
last healthy  reac- 
na be <4 seem be: 

ave disappear 
... both of ro 








The World Must Come 
Back to Gold 


Output of the Precious Metal Is Rising to New Peaks, 
Forcing Redistribution of World’s Supply and Suggesting 
Return of All Nations to a Single Monetary Standard 


By Homer DopceE 





S a large 

part of the 

world had 
reached the point 
of seriously con- 
sidering a return 
to __ bimetallism 
and the inflation 
of currencies be- 
yond what has 
been regarded a 
safe ratio to gold, 
the entire situa- 
tion has been 
altered by the 
prospect that 
this year will 
show the largest 
production of 
new gold in all } 
history, an emer- 


MILLIONS OF FINE OUNCES 
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WORLD GOLD PRODUCTION 


TOTAL PRODUCTION IN FINE OUNCES 


is not an ephem- 
eral affair is as 
sured by the fore- 
casts made by the 
International Ge: 
ological Congress. 
This body, which 
is made up of 
representa tives 
from every im 
portant country 
in the world, has 
gone on_ record 
as declaring that 
by 1950 the sum 
of $8,000,000,000 
in new gold will 
have been brought 
to assay. 

The prediction 


1920 1925 has force. It 





1930 1932 





gence from 
hoarding of hid- 
den gold supplies and a lower price level, enabling such gold 
as exists to go farther in supplying a necessary credit 
structure. 

Not only are gold supplies forthcoming now in un- 
precedented quantities but estimates of reserves in the 
ground which can be counted on indicate that an enormous 
and steady stream will be available until 1950. 


The Magic Touch of Gold 


The gold situation in the world today constitutes what 
probably is the greatest stabilizing factor in world finance 
which has entered since the World War. So huge is the 
outpouring of the metal that it bids fair to brush aside 
many of the fiscal difficulties which have deranged both 
public and private business since the first subversive effects 
of the struggle were felt. It appears likely that the touch 
of gold will solve the chief.problems which have resulted 
in the propagation of portfolio after portfolio of new finan- 
cial proposals. Whole fabrics of reform will fall because 
the necessity which evoked them has been exorcised by this 
new accretion to the world's gold. 

The phenomenal production of new gold now current 
is a part of the day's news, But that this augmentation 
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does not come 
from promoters 
and stock salesmen but from scientific men scarcely one 
of whom has any interest in gold outside his profession. 
The International Geographical Congress called for a report 
from its membership in each gold-producing country in 
the world as to the extent of the gold reserves in the ground 
in their respective territories. All members are scientists, 
geologists with reputations to sustain, not as promoters but 
as experts on the secrets of the earth. The report of the 
Congress combines each separate report, totals the whole 
and offers the world the assurance of this additional 
$8,000,000,000. 

Since the discovery of America all the gold produced 
by all the countries in the world has amounted to between 
$21,000,000,000 and $22,000,000,000. Now, in a period 
of some two decades, an additional sum of more than one 
third of all that has been won before, is vouchsafed. In 
about 20 years one-third as much gold will be produced 
as in the preceding 440 years. The average annual rate 
of production will be some 22 times faster from now until 
1950 than it has been in the past back to 1492. 

The rate of annual production in the first half century 
of which we have record—1492-1544—was $214,000. Last 
year production was $440,000,000 and the year 1932 will 
certainly show more than $470,000,000, the previous high 
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record scored in 1915, and may conceivably reach $500,- 
000,000. Production for the first seven months of the year 
gives $268,738,000 with production increasing nearly every 
month. 


Defeat of Inflation 


The past year has seen determined efforts on the part 
of certain Americans to inject the silver question into 

litics. An international silver conference has been urged 
oficially by Mexico and other nations have shown an in- 
terest in a discussion of the subject. In England, Mr. 
Winston Churchill has suggested the advisability of a 
return to silver. President-elect Roosevelt, while refraining 
from committing himself irrevocably has lent a friendly 
ear to silver advocates and is regarded, by some, to be 
pledged to at least a consideration of remonetization. 

Two strong currents have been at work in the world 
since the war. One has been pumped onward by silver 
producers and political advocates of bimetallism while the 
other, playing into their hands to some extent, has been 
conducted by inflationists who have advanced the theory 
that economic salvation is possible only through increased 
currency issues. The position of conservative economists 
is that inflation would again thrust the nations, possibly 
including the United States, from the gold standard giving 
the world a limping standard and that not supported, or 
no standard at all with a final possible graduation into 
bimetallism. The position of the bimetallists is that such 
an event would be a good thing. 

Today all of these questions wear a new aspect but it 
is to be expected that there will be shadows of the new 
policies still hanging. So much of an advance had been 
made in the direction of inflation when gold production 
took its upward turn that it will scarcely be possible to 
check every movement. In the United States measures of in- 
lation have been taken and cannot be erased from the books 
at once. The same is true in other countries and even 
with the fresh supplies of metal in hand and still coming, 
not at once can bond-secured currencies be retired. 

However, conservatives in their struggle against fiat 
money have at least put so many obstacles in the way of 
unbridled inflation that it may be expected that an effec- 
tive control can be exercised. 

Primarily, the idea of controlled inflation is paradoxical. 
A gold standard imposes complete control and the idea 
of inflation is to break this control. Once it is broken it 
seems almost impos- 


units of money and making currency inflation unnecessary. 

It is scarcely a debatable point that nations which can 
sustain a gold standard without qualification would rather 
do so than employ fictionized and cheapened currencies. 
The motive of exercising an artificial control over inflated 
currencies is based on the innate understanding that such 
currencies are undesirable. Therefore, when means of 
obviating the necessity to inflate, either with or without 
control, appear, they will operate to suppress issuance of 
poor money. 

A serious threat to general maintenance of the gold 
standard was contained in the maladjustment of gold hold- 
ings a year or so ago. So much had been concentrated in 
the United States and France that it looked for a time as 
though unwilling nations would be forced to resort to some 
other means of securing their currencies. A remarkable 
change took place in the year from June, 1931, to June, 
1932, and, since the latter date, the situation has improved 
still farther. Taking that year as a convenient period it 
is found that five important European countries gained sub- 
stantially in their gold holdings while seven lost gold. 

The countries which gained were Switzerland, 196 per 
cent; the Netherlands, 115 per cent; Belgium, 76 per cent; 
France, 44 per cent and Italy, 6 per cent. Those which 
lost were Spain, 7 per cent; Sweden, 14 per cent; Den- 
mark, 16 per cent; England, 17 per cent; Norway, 20 per 
cent; the United States, 20 per cent and Germany, 53 
per cent. 

It probably would have been better for world stability 
had Germany and England not lost gold at all and had 
France not gained any but been, rather, among the losers. 
The important fact is that gold moved freely and not to 
any one or two points of concentration; the fact that re- 
distribution, whether wholly healthy or not, had begun; 
the fact that the use of gold as the prime measure of in- 
ternational trade remained indispensable. This lively move- 
ment of gold during the year is an earnest of still more 
distribution which, it seems inevitable, ultimately will bring 
about an adjustment and the sort of balance which most 
benefits commerce and insures retention of the single, 


simple standard. 


Choking Hoarding to Death 


It is uncertain how much currency will issue under the 
inflationary or at least potentially inflationary measures 
which have already been enacted by the American Con- 


gress. The Glass- 
Steagall bill provided 








sible to govern the ex- es 
tent of the departure. 
That has been proven 
over and over. In 
the present situation 
there is the suggestion 
that such a thing as All Countries 7,288 
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1920 





Monetary Gold Held by Central Banks of Issue 


(In millions of dollars) 


NOTE: England suspended the gold standard in September, 1931, at which 
time British gold holdings were 656 million dollars. 


one avenue by broad- 
ening the eligibility 
provisions for redis- 
count at Federal Re- 
serve Banks and ad- 
mitting types of 
security from which 
the originators of the 
Act recoiled. The 
possibility of in- 
creased currency is- 
sues through the 
activities of the Re- 
construction Finance 
Corporation is always 
present and, finally, 
the Borah Amend- 
ment to the Home 
Loan Bank bill could 
add a billion dollars 
to the circulating 
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11,272 
4,592 


June 
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10,678 
4,177 
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1920 
10,145 
3,955 
16 80 86 eves 
174 7163 792 678 
1,435 1,726 2,211 8,241 
455 623 338 190 
7 7 6 7 
271 273 282 305 
175 173 199 416 
62 65 63 55 
128 128 150 162 
641 434 424 214 
624 440 350 249 
494 476 468 435 
95 111 162 509 
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1982 
11,670 
8,746 
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medium should there be demand for any such amount. 

These measures were adopted largely for the purpose 
of choking hoarding to death. Apparently they have done 
so. In the ten weeks following the turning point which 
came July 20, some $250,000,000 appears to have emerged 
from hoarding. Indeed, the emergence was so rapid that 
disposition of mounting bank reserves assumed the pro- 
portions of a problem. A total of about $1,300,000,000 
was estimated by the Treasury to have been in hoarding 
and $250,000,000 is only a fraction of that but, if the 
disgorgement has begun, the problem may be considered 
dealt with. So long as money has stopped sinking out of 
sight and is on its way back, all danger of the country 
being hoarded off the gold standard and into fiat money 
is at anend. July 20, the turning point of hoarding, might 
well be regarded as among the important dates of American 
economic history in view of the fact that the machinery for 
issuing enough inflationary currency actually to sacrifice 
the gold standard was at hand and in operation. It ap- 
pears that hoarding actually was choked to death by the 
potential avalanche, contrary, one is reminded, to Gresham's 


Law. 
Hoarded Gold Comes Out 


To be sure, last June wholesale commodity prices began 
to show an upturn, followed by stock market quotations, 
but to what extent this upturn affected hoarding as com- 
pared with the prospect of plenty of money it is, perhaps, 
unnecessary to examine. 

It may be interesting at this point to note that some of 

this hoarded money was in gold. One estimate has placed 
the amount of gold hoarded here as high as $60,000,000. 
But the emergence of such a sum is small when compared 
with the emergence of from $250,000,000 to $300,000,000 
in India. This release of old gold all over the world may 
equal the year’s production of new gold from the ground. 
Thus, in the year when the standard has appeared to be 
most seriously threatened, a supply twice the supply of a 
record production year will be made available to the bank- 
ing world. In passing, it might be well to note, that, since 
England has been off the gold standard, some millions ster- 
ling have come into use through the sale by thousands of 
individuals of old gold which never before was counted in 
monetary stocks. During what has been termed the British 
gold rush, very large amounts of gold have been converted 
into bullion, through realization at the high gold premium 
commanded, of the worth of gold objects from single finger 
rings to gold chalices and gold-encrusted sword hilts and 
sca ‘ 
The United States is by no means the only nation which 
has skirted inflation through the erection of reconstruction 
finance machinery. In fact, Italy preceded this country 
when the Instituto Mobilare Finanziare was set up. Swit- 
zerland also created an organization capitalized at $19,300,- 
000 for the mobilization of frozen assets. Germany has 
produced the Industrie-Finanzierungs A. G. for a similar 
purpose. 

Two distinct and opposing schools of thought on the 
subject of reconstruction finance are observable in Europe. 
The one theory, as espoused by Great Britain and France, 
is to hold to the older ideals, practice every possible economy 
and work hard. The other school, to which the United 
States has given cupport, is to force better times through 
governmental aid to business and industry. These 
European finance bodies also have means of commanding 
government credit to finance and attempt to revivify de- 
clining industry, with the door open to inflation through 
use of bonds issued for the purpose as currency cover. 

While there are several schools of thought regarding the 
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causes of the depression it is pretty generally conceded 
that the World War was the principal reason for derange. 
ment. Not until that international upset did world trade 


lose its placidity. Inflation was the rule in many countries . 


Huge credit structures were reared on the world’s mone. 
tary stock of gold. The search for gold quickened. Ip 
the fourteen years since the official end of the conflict gold 
to the value of $5,235,000,000 has been produced. 

The gold stock of the United States now stands at 
$3,746,000,000. Although it is the European fashion to 
describe America as avariciously seeping up the wealth of 
the world, it may be apposite to note that $4,400,000,000 
in gold has been taken from our own soil. In the next 18 
years the geologists say $2,160,000,000 more will be pro 
duced here. Yet this country remains but the second in 
rank as a producer in the time between the present and 
1950 and may be displaced by Canada. South Africa 
will be the chief contributor to the world’s stock. This 
region, especially the Witwatersrand, has produced up to 
the present approximately $4,581,022,000 in gold. Mining 
began in notable quantities in 1884 bringing to the world 
one fifth of the recorded gold produced since the discovery 
of America and one third of the gold produced in South 
African history. By 1950, this same region will add 
another $5,000,000,000 to the world’s supply. This es 
timate is made on the basis of known deposits and is de- 
clared by the Congress not to be speculative. The geolo- 
gists note that advances in technological skill can greatly 
augment this production. The Rand is known to hold 
half a billion tons of rich pay ore. It is the most highly 
developed gold field but others in South Africa are due 
to contribute largely. 


Changed Perspective 


The world’s perspective in the matter of gold alters. 
A great many living people well remember the gold strike 
in the Alaskan Klondike. Yet in 1900, the peak year, 
when $22,275,000 in gold was taken out, the world 
heralded gold winnings were little more than half of what 
quietly came out of the single Canadian Province of On- 
tario last year—some $40,000,000. Mining in Ontario 
started in 1911 when $42,625 was won. In no succeeding 
year has the amount fallen below that figure. Steadily ris 
ing, production, largely from the Kirkland Lake and Por- 
cupine mines, reached $34,720,240 in 1930 and the figure 
for 1931 is $55,458,000. 

No extra papers, no great gold rush accompanied this 
phenomenal output, an average from a single province of 
some $15,000,000 a year. The perspective had changed. 

The matter of specially keen interest here is that this 
rate of production will be maintained, according to the 
geologists’ calculations for ‘at least 15 years at known 
workings. What new strikes may be made is as con 
jectural as were the present ones but a few years ago. 
That there is a vast store of gold in Canada is indubitable. 

We come to the most fascinating of all speculations con- 
cerning the future gold supply of the world—the Russian 
enigma. It seems not improbable that at this time when 
a numerous population in Russia has renounced the cap’ 
italist system founded on gold, Russia may make a fab 
ulous gold strike and become the greatest capitalist nation 
in the world. 

Gold mining has been going on in Russia since 1745 and 
a total of more than $55,000,000 has been taken out. 
There are 23 known gold locations in Russia, including 
Siberia. These were found by accident or guess an 
worked by hand and unsystematically. Today the Russian 
Geological Survey, under the Soviets, may find gold to 

(Please turn to page 172) 
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Bond Market Resists Decline 


Firm Demand for Best Issues Reflects Lessened Political 
Fear While Lesser Bonds Continue to Await Business Gaifs 


By J. S. WitiiaMs 


HE bond market at this writing shows a slightly im- 
i proved tone, evidently participating in the more 

hopeful sentiment reflected in most markets since 
the national election. Rallying tendencies thus far, how- 
ever, are too modest to carry much conviction or to answer 
the question whether the mildly reactionary price trend 
exhibited since early September has been significantly 
broken. 

The most impressive feature of the market continues to 
be the quiet strength shown by gilt-edged issues. Recent 
inconsequential reaction in such rail leaders as Atchison 
general 4s and Union Pacific first 4s has been reversed 
and these bonds again are within one point or so of the 
year's best prices. Among other best rails Chesapeake & 
Ohio first 5s and Pennsylvania consolidated 4s have met 
with demand. 

Similarly the best utilities continue under steady demand, 
American Telephone, Consolidated Gas and New York 
Telephone bonds holding at the year’s highest quotations. 
Among industrials, Standard Oil of New Jersey 5s hold 
frm at the 1932 high. In general, 


the Administration, it is difficult to see how the bond 
market can experience anything in the nature of a 
dynamic and sustained advance. What stands out, how- 
ever, in the current price movement is the absence of fear 
regarding the prospect. The nearby assembling of Con- 
gress apparently is awaited both calmly and hopefully. 

This attitude can hardly be attributed to the election of 
Mr. Roosevelt, but it is unquestionably due in part to the 
manner of his election. It is felt that so sweeping a 
mandate and so large a Democratic majority in both houses 
of Congress should make for a decisive progress of govern- 
mental action hitherto absent. It is fully appreciated also 
that the new set-up at Washington is likely to find con- 
servative political elements in control. 

It is to be doubted that these considerations are of more 
than minor importance to the second grade and speculative 
bonds which, numerically, make up the bulk of the list. Such 
issues continue closely dependent upon corporate earning 
power and the course of general business. Accordingly, 
their outlook for the immediate future is subject to doubt, 

since the year-end trend of indus- 





bonds of this type have given up 
virtually nothing of the summer re- 
covery. 

Such a performance, of course, | 
is Not surprising, in view of the 
high individual merit of these 
issues, the prevailing condition of 
easy credit and the scarcity of com- 
peting bonds of sufficient quality 
to attract cautious capital. Never- 
theless it does apparently testify 
that investment sentiment is show- 
ing reassuring fortitude in the face 
of a considerable number of politi- 
cal uncertainties. 

In recent weeks there has been 
much discussion as to prospective 

Ngressional action on such vital 
matters as the war debts, the Fed- 
eral budget deficit and Federal 
taxation. All of these, and espe- 
cially the matter of taxation, are of 
§reat interest to the bond market. 

possibility of revision of in- 
come tax rates is a factor directly 
affecting the net return on invest- 
ment bonds, 
«fending formulation of definite 
eal policies by Congress and 
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PRICE SCALE 
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try is seasonally downward. 

Even though it is not of long: 
range significance, seasonal decline 
in railway car loadings and in earn- 
ings can scarcely fail to focus at- 
tention upon the generally adverse 
status of not a few railroads. The 
action of the Reconstruction Cor- 
poration in agreeing to extend a 
large loan to the Baltimore & Ohio 
in order that an important matur- 
ity may be cared for next spring 
has currently given a fillip to 
various junior bonds, but this ex- 
pedient in no way clarifies the 
underlying railway problem. 

The problem is one of insufh- 
cient earnings to meet the aggre- 
gate of fixed charges. It can not 
be indefinitely solved by the ex- 
tension of Treasury credit, which 
means the creation of more debt. 
What is needed is a 10 to 15 per 
cent improvement in freight traffic. 
If such improvement does not. 
materialize within a few months, 
the answer in some important in- 
stances can only be a scaling down 

(Please turn to page 180) 
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relative merit of each is clearly indicated. For those, 


HE MAGAZINE OF WALL STREET'S Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 
appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 


number of issues. 


It is naturally understood that all the issues mem- 
tioned do not constitute recommendations, although the 


however, who desire to employ their funds in fixed- 
income-bearing securities, we have “starred” those 
which appear to us currently the most desirable on an 
investment basis. Generally, commitments should be 
assumed in accordance with the discussion on the pre- 


vious page. 


Inquiries concerning bonds should be directed to our 
Personal Service Department. 








Railroads 





Company 


Total 
funded 
debt 


(mil'ns) (mil’ns) 1980 


Amount Fixed Charges 
times earnedt Price 


of this 
issue 


1931 


(mene iariaamn, 
Calif Recent Maturity 


Yield to COMMENT 





Chesapeake & Ohio 
wlst Cons, 58, 1990 .........+s000e aecrcos 


Gen. 4%, 
Ref. & ag 4%s, 1995 . 


224 
224 


4.3 


4.3 
4.3 


Nc 104 
NC 95 
85 


First mortgage on the best part of the sys- 
tem. Highest grade. 

Bubjeet to some $42 million prior liens, 

Subject fairly large prior liens, but sus- 
tained earnings reassuring. 





Ere Railroad 
%Cons, Prior Lien 4s, 1996 ........... oes 


50-year Conv. 4s, 
Ref. & Imp. 6s, 1975.......... cosecece 
Chic. & Erie Ist 5s, 1982 .......+..000. 


283 


283 
283 
283 
283 


St 
mane w 


Unlikely to be disturbed under any circum- 
stances. 

Junior to prior lien 4s. 

Prior liens total $152 million, 

Junior to the three issues above. 

A well secured bond. 





Great Northern Rly 
Ist & Ref, ‘‘A’’ sus, 1961 


Gen. ‘“‘A’’ 7s, 1996 

Eastern Ry. Minn. Nor. Div. “ist 4s, 

Montana Central Ist 6s, 1937 ... 

8t. Paul, Minn, & Man. Cons, (now Ist) 
4%, 1933 


Do. Montana Ext. Ist 4s, 1967 
Do Pacific Ext. Ist stg. 4s, '40 


354 
354 
354 
354 


354 


0 
0 
0 
.0 
0 
0 
0 


ee ee 


Even present low earnings should not en- 
danger this issue. 

Subject to about $140 mil. prior liens. 

Strong divisional issue. 

Reasonably strong. 


Strong, but for possible refinancing difficul- 
ies, 

Partly subject Mont. Cent. 6s. 

Secured valuable property and collateral. 





New York Central R. RB, Co, 
Cons. 4s, 1998 
a“. Deb. 6s, 1935 
Y. C. & H. R. mtge, sy 97 
x. Y. C. & H. RB. Deb. '04 4s, 
N. Y. 0. & H. BR. Deb. 18 4s, "48 
Y. Cc. & H. BR. _— i Imp. endl 
‘4%, ee 


o coooe |e & wow w& 


tt te 


Reasonably strong holding. 

Unsecured. Speculative. 

Senior to the two issues below. High grade. 
er with Cons, 4s, ’98, and ahead of 

Ref. & Imps., 2013. 


Hardly an investment present conditions. 








The Cc. & H. R. Lake i Col. “Bis, 
*N. ¥. C. & H. RB. Mich. Ct, ‘Gol. “Sigs, 198 


me 
oo 


High gra 
Mtge. a. Also $16,819,000 Mich. Ct. 
stoek, 








Lake Shore & M. 8S. ist 3\%s, '97........ 
Chic., Ind. & Bou, 50-yr. 4s, '56.. ‘ 
Cleveland Short Line Ist 4%s, ‘61. 
Jamestown F. & ©, ist 4s, 1959... 


Michigan Central Ist 3%s, 1962 


Clev., Oin., Ch. & St. L. Gen. 4s, 1993.. 
Ref. & Imp, ‘“‘E’’ 4%s, 1977........-.. 


eo o0Ss 


ool oo oo hel 


oo 


2mawmate ae 
aa aagad aa 


High grade. 

Medium grade, 

Secured valuable property. Strong bond. 
‘‘Medium to high’’ grade. 


High grade. 


Senior to issue below. Strong bond. 
Junior to issue above and prior Ins, thereto. 





New York, Chisago & St, Louis 
lst 4s, 1937 


Notes 6s, 1 


Lake Brie & West. Ist 5s, S87 
Toledo. St. L. & W. Ist 4s, '60.......... 


| ol oad O* Os ee 


o soo 


pee pepe 


oe 
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Reasonably strong, but road hard pressed. 

Speculative under present eonditions, 

Overdue. Deposits being received pay 25% 
cash, balanee new notes. 

Outstanding low rate per mile. 

Road's plight depressing influence. 





Northern Pacific Rly. 
*%Prior Lien 4s, 1997 

Gen, Lien 3s, 2047 

Ref. & Imp. ‘‘B’’ @s, 2047 . 


80 tor 
wNND 


hp pe 
AOD ° 


"aa 
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Strong, well secured issue. 
Junior to the prior lien 4s. 
Junior to two issues above, Medium grade. 
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Utilities 





Appalachian Elec. Pwr. Ist & Ref. 5s, 1956 
Arkansas Power & Light Ist & Ref. 5s, '56 
wBell Telephone of Pennsylvania lst & Ref. 
““O" 5s, 1960 
Benankivn Bat son Gen. 


b od-od 
sa foto 


1044%* 88 
105* 85 
100 '57 108 
105 106 


Reasonably sound holding. 
Sound medium grade issue. 


Impressive earnings record—high gr 
Breeedingly high grade oman gant 


ap oo 





divvalyu os" bry 

xist Cons. 
lst & Ref e x 
Deb. 5s. 1950 seeeecceeees 


NC 108 
NC 118 
102 


Subject only to insignificant prior liens. 
Junior to Ist 58, but still high grade. 
Strong obligation, tho unsecured bv ‘mtee. 





ywOincinnati Gas & Elec, Ist “A’’ 4s, 1968.. 


be 
Sie.5 ise ee 


s\9 
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100 95 
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Columbia Gas controls—highest grade. 
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Street's Bond Appraisals 





Public Utilities (Continued) 


Total Amount Fixed Charges 
funded “ — times earnedt Price 





Company debt ——_ —————_ field to COMMENT 
ar ns) (mil a 1980 1931 Callt Recent Maturity 


yoommonwealth Edison Ist ‘‘F’’ 4s, 1981.... 180 175 3.7 3.8 105* 88 4.6 New financing successfully accomplished, 
Issue should now do better, High grade. 





Con. Gas of New York 

Deb, 4%s, 1951 340 

Westchester Lighting ist bs, 1950 9 

N. Y. & Westchester Ltg, Gen. 4s, 2004.. 10 
Duke Power ist & Ref. 4%s, 1967 40 
Florida Power & Light 

MEER, REE 5.60 0200004 55500046 es¥eess 52 1.5 

Deb. 5s, 1951 Nohneneans 22 1.5 
Indianapolis Power & Lt. Ist ‘‘A’’ 5s, 1957 38 2.5 
Kansas City Power & Light Ist 4%s, 1961. 41 4.0 
Massachusetts Gas Cos. 

20-yr, 5Yes, 1946 ... 16 

Deb. 5s, 1955 . 25 

Boston Con. Gas Deb. 6s, "1947. cocccooes 11 
Milwaukee Elec. Ry. & Light Ref. 1st 

(now Ist) Be, 1961 ..ccccccccccocee Nees 64 
Montana Power 

Ist & Ref. 5s, 1943 . ° 25 

Deb. ‘‘A’’ 6s, 1962 13 
Nevada-Cal. El. Ist Tr. | Bs, | 1956 28 

xNew England Tel. & Tel. Ist ‘‘B’’ 4%, 61 15 

New York Steam Ist 5s, 1951 28 
North Amer, Lt. & Pr. Deb. ‘'A’’ B%s, 56. 20 


Philadelphia Electric Co, 
xist 5s, 1966 db eeesesceveece 56 
Ist Lien & Ref, 44s, 1967 34 


Ist & Ref. 4s, 1971 59 
Philadelphia El. Pr. Ist 54s, 1972 35 


Public Service Corp. of N. J. 
Perpetual 6% Certificates 19 
Pub. Serv. El. & Gas Ist & Ref. 44, '67 91 
*% United Electric N. J. 1st 48, 1949 18 


Southern Oalifornia Edison a 
196 . 120 
Southwestern Bell Tel, lst & Ref. bs, 54. 49 
x West Penn, Power Ist ‘‘G’’ 6s, 1956....... 47 


4.9 4.7 Unsecured obligation of a strong company. 
4.9 4.5 Highest class, 
4.9 4.3 Junior to West. Lighting 1st 5s. 


2.7 4.6 Strong issue—interest charges well earned. 
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Int. coverage fair only, 

All owned by Am. Pr. & Light. 
Reasonably safe holding. 
High grade investment. 
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These isues are equally secured, tho not 
by mtge. Better grade, 
Well protected by restrictive provisions. 
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Medium grade issue. 


Only fairly strong present conditions, 
Junior to issue above and prior Ins, thereto, 
Represents large proportion total debt. 
Gilt-edged, 

Open mortgage. Better grade, 

None too strong holding oo. obligation. 
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Highest grade, 

Pledge of 1st 5s make this almost as strong 
as issue above. 

Strong issue, 

Not obligation Phil. El. Co. Better grade. 
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Well secured by stock of subsidiaries. 
High grade issue, 
Underlies Public Service 1st & Ref. issues. 
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Prior in lien to the Ref. bonds. 
High grade issue—Interest amply covered. 
High grade issue, 


High grade investment issue. 


105 
106* 
105 °34* 


105* 


coco | go gon 
% |woe 


= 

Pino 
PPP 
2no 


Moco 
Piste 





» 
eS 
- 
a 
~ 
a 








Industrials 


Armour & Co. (Ill.) R. E, 1st 4%s, ’89.... 0 def 102% 

Armour & Oo. (Del.) Ist 5%s, 1949........ 0 def 106 Illinois company guarantees. 

Crane Co. 10-yr, 5% Notes, 1940.......... be def 102* a financial position offsets lack of 
earnings, 


Dodge Bros, Deb. 6s, 1940 a 1,74 107* Earnings Chrysler—Medium grade, 
Goodyear Tire & Rubber oe & Coll. 5s, "57 i 2.2 103* Better grade industrial issue. 
Illinois Steel Deb. 4%s, 1 3.4a 105 U. 8. Steel’s earnings, guarantor, 
New York Dock Ist 4s, te 1.7 105 This year’s earnings materially lower, 
Phil. & Read. Coal & Iron 

Ref. 6s, 19739 ....... Vaneau: ve . 1.5 105 

Conv. Deb. 6s, 1949 ° 1.5 110 '34* 
Std, Oil Oo. of N. Y. (Now ‘imamape Vacuum) 

Deb. 4%s, '51 : A Pe | 101* 

Std. Oil Co. (N, J.) Deb. 5s, 1946 90 3.2 102* 

101%* 


Texas Corp. Deb. 5s, 1944 def 
Western Electric Deb. 58, 1944........... J 3.3 105 ’34* Strong issue, though co.’s present earnings 
believed poor. 





Well secured, but business is hard hit. 


—s 
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Prior in lien to conv. deb. 6s. 

Speculative, 

Strong debenture, despite last year’s slump 
in earnings. 

Industrial issue of the highest class, 

Medium grade—oil outlook improved. 
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Short-Term Issues 





Amount Fixed Charges 
of this times earnedt Price 
Yield to COMMENT 


Company Due issue oot JF Or FE 
date (mil’ns) 1930 1931 Callt Recent Maturity 
Bethlehem Steel P. M. & Imp. 68......... 7.1.96 26 4.3 1,0 105 95 6.6 Steel industry badly depressed—Issue now 
6. 


but medium g' 
*Consumers Power Ist & Ref. 58.......... 1.1.36 





4.5 8.7 106 1058.5 Exeeedingly high grade issue. 
Cumberland Tel, & Tel. Gen. 5s J 8.9m 3.7m NC 104 ©«©8.9 m Earnings Sou. Bell Tel. assuming co.— 
Highest grade. 
Edison Eleetric Ill. (Bos.) Notes 5s i ; i \ 101* 103 3.7 Company enjoys a fine credit standing. 
Northern Rly. (Cal.) Ist 5s aE ie No 96 5.8 q Parnings Sou. Pac. guarantor. High grade. 
wSouthern Pacific R. R. (Cal.) Ist 100 5.0 r Earnings Sou, Pac, guarantor—High grade, 


Texas Power & Light Ist 5s..... é 101 4.8 Safe investment. 
Third Avenue R. R. Ist 5s 37 90 1.6 Among the stronger traction issues. 
———_ 




















._, %& Our preferences in above list. + Fixed charges times earned is com puted on an ‘‘over all’’ basis, In the case of a railroad, the item includes 
interest on funded and other debt, rents for leased roads, miseellancous rents, etc.; in the case of a publie utility it includes interest on funded 
and unfunded debt, subsidiary preforred dividends, mivority interest etc. {An entry such as 105 '36 means that the bond is not callable until 1936 
at the prise named. * Indicates that the issue is callable as a whole er in part at gradually decreasing prices, 
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Railroading in the Red 


Within the Next Three to Six Months Only 


a Gain in Traffic Can Prevent a Railway Crisis 


DO not wish to appear 
pessimistic, but from present 
indications, I think a railroad 
system as large as ours [one of the 
largest in the United States] will 
have difficulty in earning its fixed 
charges in 1932.” 

This statement was made to the 
writer late in 1931 by a prominent 
rail executive. Little did he realize 
then how large the actual deficit 
was to be or that it would be 
matched by all but a few of the 
largest-earning Class I railroads in 
the United States. 

For the first eight months of this 
year that particular company 
earned only .73 times its fixed 
charges. The deficit was $5,818,- 
574. For the first four months of 
the present fiscal year it did not 
earn all of its operating expenses, 
the deficit for January being $403,- 
617 and for February $402,557, 
tapering down to $7,843 for April. 

But this is by no means an 
isolated case among the railroads 
of the United States. For the 
first eight months of 1932 only 13 
out of 44 prominent Class I car- 
riers earned their fixed charges. 
Worse than this, for the first nine 
months 68 Class I railroads failed 
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By Prerce H. Futton © 

















to earn operating expenses and 





How Leading Roads Are 
Faring 


Times Fixed Chgs, Earned 
1st 8 mos. 
1931 1981 1982 


2.55 1.21 
1,63 14 
1,07 75 
1,49 1,05 
3.45 3.48 2.71 
2.40 2.53 1,00 
Chi. & Northwestern ....  . 75 18 
Chi., Rock Isl. & Pacific. 1,18 29 
Del., Lack. & Western... 1.17 61 
Erie A 94 64 
. 85 def 
Central ° 84 76 
1,18 é 
1.14 39 
1,18 
1,11 
1,16 
1.51 


Atchison 

Atlantic Coast Line .... 
Baltimore & Ohio 
Boston & Maine 


1,27 
1,12 
1.43 


Illinois 
Kansas City Southern.... 
Louisville & Nashville .. 


N. ¥., Chi. & St. Louis. 
N. Y¥., N. H. & Hartford 
N. Y., Ont, & Western.. 1.56 
Norfolk & Western 5.34 
Northern Pacific . 98 
Pennsylvania 1.23 
Pere Marquette 48 
Pittsburgh & W. Va, .... 1,42 
Reading i .99 
St. Louis-San Fran 87 
St. Louis Southwestern... 78 
Southern Pacific 1.27 
Southern Railway ’ ‘71 
Union Pacific 3,27 





of. the bonds of a considerable 
number of railroads to have a simi: 
lar experience? 

In recent weeks much has been 
said about a “new deal” for the 
people of the United States. In: 
vestors in railroad  securities— 
stocks first and then bonds—are 
beginning to ask whether they are 
to have a “new deal” in the near 
future. It may be observed paren: 
thetically that what they really 
need first of all is more traffic, that 
will yield sufficient earnings to 
cover fixed charges and leave a 
balance toward dividends. The 
“new deal,” whatever it may be, 
can be considered later. 

Owners of railroad stocks, on 
which dividends have been cut off 
certainly feel that they are entitled 
to such betterment. But realizing 
the serious position financially in 
which most of the railroads are, the 
greater part, at least, of thos 
stockholders, are willing to wait: 
while longer for the resumption of 
dividends. 

Owners of railroad bonds, in 
not a few cases, are beginning t 
wonder if the time is not close # 
hand when they, too, will need @ 
“new deal,” if their income from 
these sources is to be continued. 





This feeling is based on knowledge 





taxes. This is what is known as 
an operating deficit. 

Going a step further, for the year 
1932, it is estimated that of approxi- 
mately $500,000,000 required for fixed 
charges for all the roads, no more than 
$300,000,000 will be earned, leaving a 
deficit of at least $200,000,000. For 
the first eight months, such deficit was 
$173,892,660. 

How is this big sum to be met? This 
is a vital matter to the companies hav- 
ing the deficits, and likewise to their 
security holders. Some of the com- 
panies can make up their loss out of 
treasury resources. The larger part 


150 


must be borrowed from some source. 

Because of this situation owners of 
some railroad bonds, on which interest 
is not being earned, are wondering 
what is going to happen to them next, 
particularly after January 1. Owners 
of Seaboard Air Line, Wabash and 
St. Louis-‘San Francisco bonds know 
already what has happened to them. 
All three of these roads are in receiver- 
ship, and with the possible exception of 
“Frisco,” which went in partly for 
technical reasons, are likely to stay 
there for some time. Are the owners 


of actual results for the first nine 
months and estimated figures for the 
current 12 months, as already briefly 
outlined in both instances. 

It is assumed that the $200,000, 
000, by which the railroads will 10 
earn their fixed charges this year, wil 
be made available, as far as necessaty, 
by the Railroad Credit Corporation 
Reconstruction Finance Corporation 
and, in a smaller way, by the banks. 

What about the new eg Rs 

le have been promised a nev 
feat” in the siietndenratton of the Fed 


eral Government after March 4. Ar 
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the railroads to have a “new deal” 
also? They have been promised it by 
the President-elect. Do they need it? 
if not, what do they need? What are 
y likely to get? 

5 i Zz all it should be reiterated, 
more trafic and more gross earnings, 
out of which to get more net. For the 
week ended October 15, loadings of 
revenue freight handled by Class I 
nilroads totaled 650,578 cars. That 
apparently was the peak for this year, 
as there has been a steady and rather 
pronounced decrease since, so that, for 
the week ended November 12 the total 
had dropped to 537,093 cars, or 113,- 
365 in four weeks. ‘ 


10% to 15% Traffic Gain Needed 


It is officially estimated that with 
from 700,000 to 750,000 cars of reve- 
nue freight a week the railroads could 
“live.” By this is meant they would 
have sufficient earnings to cover fixed 
charges and keep out of receivership, 
but nothing for dividends on stock. To 
realize this an increase of between 10 
and 15% from the peak of 650,578 
cars for the week ended October 15 
would be necessary. Loadings may be 
expected to decline still further for the 
remaining weeks of this year. Ordi- 
narily they do not increase during the 
first three months of the year, but are 
smaller than for the last quarter of 
the previous fiscal period. Consequent- 
ly, in view of these facts and the near- 
by outlook, such a rate of increase 
early in 1933 seems improbable. 

If it should not materialize it would 
mean that aggregate fixed charges of 
the railroads for that period would not 
be earned, by perhaps $50,000,000. 
That, in turn, would necessitate the 
raising of more money 
to avert receivership. 
How would that be 
accomplished? 

The Act under 
which the Reconstruc- 
tion Finance Corpora- 
tion is operating 
stipulates that loans 
shall be protected by 
“adequate security.” 
The plain facts are 
that some of the roads 
that have been the 
heaviest © borrowers 
from the Reconstruc- 
tion Finance Corpora- 
tion this year have 
been “scraping the 
bottom of the box” 
for some time for ac- 
ceptable collateral. 

For instance, one 
of the largest railroad 
systems in the United 


States, which for the first eight months 
of this year earned only .18 times its 
fixed charges, recently applied to the 
I. C. C. to pledge equipment trusts as 
collateral for a short term loan. It 
started in 1930 with $60,000,000 free 
bonds in its treasury, and its president 
told the writer recently that then he 
thought that was a sufficient back-log 
to carry the company through any eco- 
nomic or financial storm that might 
come. 

One of several reasons why the 
“Frisco” was placed in receivership 
was that it no longer had collateral or 
credit on which to borrow. That com- 
pany did not put up any collateral with 
the Railroad Credit Corporation for 
the money which it obtained from that 
organization for fixed charges, before 
going into receivership. _ Broadly 
speaking, the roads that have been the 
heaviest borrowers from all the sources 
‘available, have comparatively little ac- 
ceptable collateral left. 


Shortage of Collateral 


Obviously, they cannot continue to 
borrow in 1933 unless the provision of 
the Act requiring “‘adequate security” 
is quite radically changed. And how 
can the government sanction a change 
that would result in the loaning of mil- 
lions of its money with little or no col- 
lateral of value? 

But this scarcity of collateral is only 
one of three important phases of this 
situation. A second is how long should 
the directors of a railroad permit it to 
borrow and thereby still further add 
to an already heavy burden of funded 
debt and fixed charges, which it will 
be difficult to carry, even with a sub- 
stantial increase in earnings? The 


third consideration is, how long can 
the government afford to make loans 
to the railroads on inadequate collateral, 
and with the repayment of the prin- 
cipal not at all certain? 

If traffic and earnings do not improve 
materially in the first half of 1933 and 
the provision of the Act governing the 
Reconstruction Finance Corporation is 
not changed, what will happen to the 
railroads that are not able to earn their 
fixed charges? This is the big ques- 
tion for owners of railroad bonds to 
consider carefully right now. They 
should watch the trend of freight earn- 
ings and everything that may be at- 
tempted to better the position of the 
railroads as a whole, notably the weaker 
lines. 

If improvement and changes, as in- 
dicated, do not materialize, either weak 
roads must go into receivership or the 
government must take them over. A 
prominent railway executive told the 
writer, just after the recent meeting in 
New York of the Association of Rail- 
way Executives, at which many press- 
ing railroad problems were considered, 
that he did not believe Congress would 
sanction taking over only those roads 
that could not earn their fixed charges 
or that could not borrow to cover 
deficits, and to which the Reconstruc- 
tion. Finance Corporation had made 
big loans. 


Political Factors Changed 


Naturally, before the election, the 
Administration did not want any rail- 
road receiverships. While, with the 
election over, and with the severe de- 
feat of the present Administration, the 
same political considerations do not ob- 
tain, Mr. Hoover has clearly shown in 
several important 
ways that he will put 
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forth every effort pos- 
sible to help bring 
about prosperity. He 
may continue to avert 
railroad receiverships. 
However great these 
efforts may be, if the 
railroads do not make 
larger earnings in the 
first three or six 
months of next year, 
something will have 
to be done about a 
considerable number 
of them. Some stu- 
dents of railroad 
properties believe that 
permitting the weaker 
lines to go into re- 
ceivership would be a 
better way to help 
(Please turn to 
page 172) 
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DETROIT EDISON CO. 








Fortunes Vary With Territory 


Served 


What Is the Significance of Recent Sharp Drop in 
Earnings?—What Are the Prospects of Recovery? 


T times when earnings are grow- 
ing, dividends increasing, and 
apparently he is profiting from 

the right to subscribe to additional 
shares, a stockholder is apt to forget 
that a public utility is exactly what it 
purports to be—a business more or less 
regulated by the public, and wholly de- 
pendent upon the size, prosperity and 
desires of that public for its well-being. 
No public utility scales the heights un- 
aided; it is carried on the shoulders of 
the district it serves. So, in the case 
of the Detroit Edison Co. it must never 
be forgotten that this company’s his- 
tory parallels that of the city. It has 
grown with Detroit, flourished with 
Detroit and the future holds no other 
prospect than that it will rise and fall 
with Detroit. At the present time few 
districts are harder hit than this one 
and few large public utility operating 
companies have ex- 


By Francis C. FuLLerton 


nearly 200 years and, because the 
town was entirely rebuilt following the 
disastrous fire of 1805, it entered the 
present century with spacious streets 
and parks as if in anticipation of the 
automobile which was to bring it so 
much fame and prosperity. Detroit 
had a population of about 280,000 in 
1899 when Robert E. Olds established 
an automobile plant there. Within the 
next few years came the Cadillac, Ford 
and Packard and in 1904 the census 
first reported the automobile as a 
separate industry, employing something 
in excess of 2,000 men and having an 
annual output valued at more than 
$6,000,000. 

Detroit was well situated to be the 
center of the new industry. Carriage 
making had employed large quantities 
of skilled workmen in neighboring cities 
and these could be drawn upon. Raw 


materials were available within easy 
distance. As the automobile industry 
prospered so did other miscellaneous 
manufacturing. Retail trade boomed; 
real estate soared. In thirty years 
Detroit’s population increased from less 
than 300,000 to more than 1,500,000 
and it became the fourth largest city 
in the United States and the third most 
important in the value of its manufac 
tures. 

Given such favorable conditions, a 
public utility organized in 1903 could 
hardly fail to be successful. At the 
end of 1904, the Detroit Edison Co. 
had less than 9,000 electric meters in 
operation, whereas at the end of last 
year there were nearly 550,000. While 
these were not all situated in the city 
of Detroit, for the company has ex 
panded to take in neighboring territory 
and serves a population about half as 

large again as that of 





perienced a_ greater 
contraction in busi- 


DETROIT EDISON CO. 


Detroit proper, it 
serves to show how 





ness than the Detroit 
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the company has 





Edison Co. What 


grown. Despite the 





does the future hold 





out for the city and 
the company which 
serves it with elec- 
tricity, steam and 
gas? 

Founded in 1701, 
Detroit is the oldest 
city of any size »n the 
United States if one 
excepts the Eastern 
Seaboard. It grew 
steadily and with 











fact that the district 





served by the Detroit 





Edison Co. is not one 
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single municipality, it 





is compact, and for 
practical purposes 
may be considered as 
one and subject to 
the same influences. In 
addition to the electric 
business from whic 
the company derives 
about 95% of gros 


revenues, a stea m 
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service in the central part of Detroit 
js not unimportant. Also, gas is 
furnished to more than 11,000 cus 
tomers. 

Owing to the phenomenal growth in 
its field of operation, the Detroit Edi- 
son Co. has been constantly in the mar- 
ket for new capital in order to make 
necessary improvements and additions. 
Bonds have been sold steadily and 
there has been a veritable flood of offer- 
ings to old stockholders. Yet with it 
all, the company has been careful to 
keep a well-balanced capital structure. 
Indeed, over the past ten years the 
capital structure has been improved. 
This is fortunate, for under other con- 
ditions the decline in business which 
has taken place since 1929 might well 
have had serious consequences. 

In 1921, Detroit 
Edison’s funded 
debt represented 
about 70% of the 
total capitalization 
and about 75% of 
the gross value as- 
signed to plant. At 
the end of 1931, the 
company’s funded 
debt represented 
only half the total 
capitalization and 
about 46% of the 
gross value assigned 
to plant. It is, how- 
ever, indicative of 
the sharp decline in 
business which has 
been experienced 
lately that gross 
revenues in both 
the years 1921 and 
1931 were equiva- 
lent to 36 cents per 
dollar of funded 
debt in each case. Taking the com- 
pany’s latest report, gross revenues for 
dollar of funded debt would actually 
be less than in 1921, despite the clear 
improvement which has been made in 
capitalization. 

Nevertheless, an improved capitali- 
zation in itself is not an active reagent 
in offsetting the adverse effects of de- 
Pression. True, it is excellent insur- 
ance against financial embarrassment. 
It does not, however, contribute one 
single dollar to gross revenues. In the 
case of the Detroit Edison Co. gross 
operating revenues fell from a peak of 
$56,558,279 in 1929 to $49,232,501 in 
1931. For the twelve months ended 
September 30, 1932, a further decline 
to $45,119,000 was experienced. On 
a per-share basis, the company showed 
earnings of $6 on 1,272,260 shares of 
capital stock for the twelve months 
ended September 30, 1932, $7.02 for 
the twelve months ended June 30, and 
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$7.88 for the twelve months ended 
April 30. For the calendar years 
1929, 1930 and 1931, per-share earn- 
ings were $11.16, $8.75 and $8.98 re- 
spectively. 


Earnings Decline With Motor Output 


Charting the decline in the com- 
pany’s earnings for the present year, 
there is every reason to believe that 
third quarter earnings were little, if 
anything, in excess of $1 a share. The 
regular annual dividend was recently 
reduced from $8 to $6, but should our 
estimate for the third quarter be cor- 
rect it will take a marked betterment 
in business to make even the reduced 
rate wholly assured. 

It is, of course, the slump in the 


Detroit Edison’s Debray Plant 


automobile industry which is primarily 
responsible for the trouble. In 1929, 
the country produced some 5,400,000 
cars, trucks and taxicabs, while in the 
following year there was a decline to 
3,400,000 and in 1931 a further decline 
to 2,400,000. Estimated production 
for the present year is around 1,300,- 
000 units. Naturally, industries cater- 
ing to the automobile have suffered 
similarly. Even those having nothing 
whatsoever to do with automobiles 
have been almost as badly hit. In 
Detroit payrolls have been reduced 
drastically. There has been much un- 
employment. Furthermore, the previ- 
ous decade of unprecedented prosperity 
brought about a wildly ambitious pro- 
gram of public works, education 
schemes and other things which make 
it so hard for municipalities to reduce 
taxes in times of depression. 

This, roughly, is the background 
against which the Detroit Edison Co. 


is currently operating. The lessened 
activity in automobile and other manu- 
facturing has brought about a smaller 
demand for power. Unemployment 
has resulted in reduced requirements of 
electricity on the part of steam and 
electric railroads. Indeed, a number 
of the latter are actually in bankruptcy 
and the receivers are substituting buses 
which represent a permanent loss so 
far as the Detroit Edison is concerned. 
A number of smaller municipalities, in 
a frantic effort to reduce expenditures, 
have cut their street illumination. The 
generally depressed conditions have 
caused the closing of a large number 
of retail stores. Finally, individuals 
have economized on their light, power, 
heat and fuel bills. 

It has been impossible, of course, for 
the company to 
wholly offset these 
adverse factors by 
decreasing expenses 
and the present op- 
erating ratio is un- 
doubtedly consider- 
ably higher than it 
was last year. For 
1931 the figure was 
56.5%, comparing 
with 55.2% for the 
previous year and 
with 454.4% for 
1929. The com- 
pany complained in 
last year’s report 
that there was a 
further increase in 
local taxes, but that 
there was such gen- 
eral resentment that 
it was tempted to 
hope for reductions. 

As if a greatly re- 
duced business and 
higher taxes were not enough adversity 
at one time, the City of Detroit is de- 
manding through the Michigan Public 
Utilities Commission that the Detroit 
Edison Co. reduce its rates in all classes 
of service. The City contends that the 
company earned $1,900,000 last year 
in excess of the legal allowance based 
upon adequate return on investment. 
While it is impossible to gauge the 
ultimate outcome, it might be men- 
tioned that Detroit Edison's president 
does not expect the City to succeed in 
forcing a reduction. 

All the adverse influences under 
which the Detroit Edison Co. is operat- 
ing at the present time, however, would 
disappear, or at least be mitigated 
greatly, if the territory could only re- 
gain a modicum of prosperity. And 
this, for the near future seems to de- 
pend primarily upon the automobile 
industry. What are the chances of 

(Please turn to page 174) 
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Among the First to Benefit from 
Improvement in Merchandising 


With Retail Trade on the Up Grade, Strong Companies 
in Three Major Divisions Appear in Attractive Position 


By ArtHurR L. VAN Horne 


S analyzed in the preceding issue of THE MAGAZINE 

OF WALL STREET, retail trade appears to have 

turned the corner. A more stable commodity price 
trend gives promise of halting abnormal inventory losses. 
The volume of merchandising sales has turned upward. The 
leading merchandising companies have succeeded in sub- 
stantially lowering their operating costs, with the result 
that for the stronger enterprises in this field the present 
setting is one of enhanced opportunity. It is on this pros- 
pect that stocks of three companies, all outstanding but 
each differing in important respects from the others, are 
herewith analyzed. 


For Montgomery Ward & Co., one of 
the largest retail distributors in the 
country, depression has proved a 
doubly severe trial because, as also in 
the case of its larger rival. Sears, Roebuck & Co., it caught 
the company in a period of internal transition and re- 
organization. 

It became evident by 1925 that mail-order sales and 
profits were showing a tendency to flatten out. This was 
due in part to a persistently downward trend in farm pur- 
chasing power, on which Montgomery Ward was largely 
dependent, but also to the development of the automobile 
and of good roads. More and more farmers began to drive 
to the closest town to do their shopping. 

Montgomery Ward met this problem by going into the 
chain store business, as did Sears, Roebuck. It now operates 
sixteen large department stores and approximately 475 
smaller retail store outlets. The 


Montgomery 
Ward 


1924 has not only been maintained but expanded. Fora 
time profits also expanded, the 1928 high record of $17, 
703,000 being nearly double the profit of 1924. It is now 
apparent, however, that, whatever the necessity, the boom 
years following 1925 constituted a far from ideal period 
for heavy and expensive expansion. The venture into a 
new line presented a multitude of operating and personnel 
problems. 

It was this internal situation, as well as the rapid decline 
of sales in depression, that has accounted for the shrinkage 
in earning power in recent years. The company lost 
$8,712,000 in 1931, the bulk of the loss representing in- 
ventory write-down. The deficit for the first half of 1932 
was $3,267,000, also largely an inventory loss. 

During the past year the company has undergone drastic 
adjustments under a new and exceptionally able manage: 
ment. Property values have been written down. More 
efficient operating methods have been devised. Costs have 
been lowered. Aided by the more stable movement of 
commodity prices and by a substantial gain in consumer 
demand in recent weeks, these policies have now begun to 
show results. Whereas a sales volume of $18,000,000 per 
month was required a year ago to break even, the company 
now apparently can profit on any volume above $13,000, 
000 a month. It did, in fact, show a profit of $395,000 
for the month of September. vei 

Admittedly, this situation is speculative, but that is its 
attraction. The company has no funded debt or bank loans, 
capitalization consisting of 205,000 shares of $7 cumulative 
Class “tA” stock and 4,514,193 shares of common. Thus, 
the common stock is in a position to participate quickly 
in any future recovery of earning power. Working capital 
position is notably strong, current 
assets being approximately $102, 












importance of the change of policy 
can be readily grasped from the 
fact that the store division now 
contributes approximately 55 per 
cent of the corporation's total sales. 
Not only has part of the original 
agricultural demand been con- 
served through store outlets, but 
these also have tapped: an impor- 
tant urban demand for the first 
time. 

The result is that the company’s 
gross business as compared with 
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000,000, including $17,344,000 
cash and $16,484,000 marketable 
securities, and current liabilities 
only $6,919,000. The stock, re 
cently available around .$12 pet 
share, is suitable for speculative 
accumulation even though amply 
priced on immediate prospects. 
Precisely the same_ speculative 
recommendation can be made for 
Sears, Roebuck, whose position 
and prospect was analyzed in t 
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The J. C. Penney Co. 
has the distinction of 
maintaining a substan- 
tial volume of earn- 
ing power throughout the de- 
pression, earnings on its common 
having been 81 cents a share 
for the first half of this year 1928 


J. C. 


Penney 


PRICE SCALE 
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reported that cash had been in- 
creased to $13,000,000, the largest 
total in the corporation’s history. 
There is no funded debt, with 
the exception of $2,700,000 sub- 
sidiary bonds of the Penney Build- 
ing & Realty Corp., operating an 
office building in New York City. 
Capitalization consists of 199,161 
shares of $6 cumulative preferred 
stock and 2,468,861 shares of com- 
mon stock. The company’s strong 


Oo 


HIGH 


Q3aNuV3 SYVTIO"0 


ise 








and being estimated at $2 for 
the full year, as compared 
with $3.13 in 1931, $2.88 in 1930 and $4.66 in 1929. 

There are several reasons for this record. The manage- 
ment has long experience in its particular field and through 
profit-sharing or bonus methods has been notably successful 
in stimulating localized branch-manager enterprise while 
retaining the advantages of a managerial control which, 
while centralized, is highly flexible. The company’s policies 
today are essentially what they were to start with, their 
soundness being attested by the relatively superior per- 
formance of the enterprise in depression. 

The company specializes in a limited number of mer- 
chandising lines, notably wearing apparel and allied textile 
and leather products. Its emphasis always has been upon 
utility goods within a moderate price range. It is able 
to buy goods in vast quantities and to pay cash. It like- 
wise sells for cash only, eliminating collection and credit 
costs. These methods, as well as specialization for years 
on a limited line of products, account for a remarkably 
high degree of operating efficiency. 

The Penney policies were not importantly affected by 
the boom. Financed largely out of surplus earnings, the 
number of stores has been consistently and conservatively 
expanded, increasing from some 200 stores to 1,475 in the 
last twelve years. The territory now served covers virtually 
the entire country. Most stores are situated in relatively 
small communities where the company’s specialized lines 
have a competitive advantage. It has been possible in such 
communities to keep leases on a relatively satisfactory basis, 
with the result that Penney’s “lease problem” is far less 
important than that of various other merchants. 

Thanks largely to emphasis upon. utility goods at low 
price, Penney sales have held up relatively well. With 
gains every year, the total expanded from $46,641,000 in 
1921 to $209,690,000 in the record year 1929. There was 
a decline to $192,943,000 in 1930 and to $173,705,000 in 
1931. The 1932 total will show further recession, but the 
entire drop is roughly proportionate to the decline in dollar 
values, the physical volume of sales comparing very favor- 
ably with that of 1929. 

Net income, which was only $1,254,000 in 1921, ad- 
vanced to a peak of $12,413,000 in 1929, and receded to 
$8,913,000 in 1931. The company’s average net earnings 
for the three-year depression peri- 


trade position, sound capitalization 
and excellent financial standing merit investment interest in 
both the preferred and common stocks. The latter cur- 
rently is quoted around $21 a share, at which level the 
present dividend of $1.80 per year offers a yield of ap- 
proximately 8.5 per cent. 


R. H. Macy & Co. is the largest and best 
known department store enterprise in the 
country, its main store in New York City 
normally handling a sales volume of 
around $100,000,000 a year. This vast and concentrated 
business is entirely upon a cash basis. In its urban nature 
it, of course, involves a relatively high fixed property in- 
vestment as compared with Penney or other chains, but, 
conversely, its inventory, relative to sales volume, is much 
smaller than that of enterprises like Penney or Montgomery 
Ward. 

The latest available balance sheet, covering the year 
ended January 30, 1932, and including operations of L. 
Bamberger & Co. and two lesser subsidiaries, showed in- 
ventory of $12,757,000 or about the same as in the preced- 
ing year. Since net sales of Macy and its associated stores 
for that year were $132,729,000, it is obvious that the busi- 
ness is characterized by a remarkably rapid turnover of 
stock. 

Because of this fact inventory losses caused by the de- 
clining trend of commodity prices throughout the depres- 
sion constitute a far less serious problem for Macy than for 
many other merchandising enterprises. Aside from the 
shrinkage in consumer demand, now apparently reversed, 
the Macy problem in depression has been one of extensive 
internal adjustment, complicated by the fact that the com- 
pany happened to launch a major expansion program shortly 
before the general economic relapse set in. 

Macy’s is one of the oldest establishments in the country, 
but its growth has been fastest since 1921. This expansion 
has included acquisition of interests in the stores of La 
Salle & Koch, of Toledo, and of the Davison-Paxon Co. in 
Atlanta. In 1929 Macy's obtained control of L. Bam- 
berger & Co.. of Newark, N. J., known throughout the 
nation through its radio station 
WOR as “one of America’s great 


R. H. Macy 
@ Co. 





, including estimated results for 
1932, compares favorably with the 
average results for the generally 
utisfactory years 1923-1926. 

Because of its leasing policy, the 
company’s property investment is 
relatively small, the total being 
sarcely more than $15,000,000 
for an enterprise with total assets 
of more than $71,000,000. As of 
June 30, current assets were $54,- 
3§2,000, including $8,52'7,000 





R.H.MACY & CO.-COMMON _ 


TO BASIS OF PRESENT: 


stores.” This acquisition expanded 
sales volume by, roughly, one-third 
Moreover, through recently com- 
pleted construction the facilities of 
the main store in New York City 
have been expanded by approxi- 
mately 25 per cent, providing 
space probably sufficient to handle 
a future business of $150,000,000 
a year. 

The absorption of .Bamberger’s 

(Please turn to page. 1/9) 
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Speculative Possibilities Among 


Investment Trusts 


A Selected Group of Well Managed Compan- 


ies in Strong Financial and Portfolio Position 


N searching for good buying op- 

portunities in investment trusts, 

the first thought should be the in- 
tegrity and ability of the management. 
This automatically bars from consid- 
eration trusts of the fixed type which 
really have no management, in that 
the original portfolio selected is not 
subject to change and_ stockholders 
must sink or swim with the securities 
held, regardless of economic changes 
that a smart management could take 
advantage of. Of course, it is no easy 
matter to judge just how good a man- 
agement is. However, as the article 
entitled “Investment Trusts Under the 
Microscope,” which appeared in the 
issue of October 29, 1932, shows by 
comparisons, a prolonged depression is 
about as good a test of ‘managerial 
ability as can be found. While nearly 
all investment trusts made serious 
errors and misjudged the extent of the 
decline in security values, quite 
a few who rectified their early 


By Warp GAaATEs 


sider is what the portfolio of the trust 
contains. Obviously, it is desirable to 
know, if possible, exactly what you are 
buying. Insistence on late and detailed 
information eliminates consideration of 
many management investment trusts 
which may be good but have adopted 
a policy of withholding from their 
stockholders important or up-to-date 
information. For example, American 
International Corp. has a board of 
directors including many men of high 
standing and unusual ability, but while 
a complete list of its security holdings 
was published as of December 31, 1931 
(with a break-up value for the com- 
mon stock as of that date amounting 
to $5.46 a share) there is no in- 
formation available as to what its 
holdings consist of at the present 
time, or what the break-up value 
is now. Adams Express is another 
investment trust with outstanding 


financial figures on its board of direc. 
tors, on which no information is avail- 
able with regard to its portfolio since 
the close of 1931, although it was an 
nounced that at the end of August, 
1932, the stock had a break-up value 
of between $4 and $5 per share. In 
the case of issues such as these it would 
appear advisable to defer purchases 
until the next annual report is avail: 


able for examination. 


But aside from 


such issues several trusts both on the 
basis of their record in depression as 
well as on the basis of their present 
financial position and contents of their 
portfolios, appear to offer at present 
low prices better than average specu 
lative opportunity. 


Lehman Corporation 


This management investment trust, 


incorporated in September, 1929, pub 








mistakes, by disposing of se- 
curities of doubtful value and 
building up a cash reserve, now 
find themselves in a sound 
position, and today, able to take 
due advantage of attractive in- 
vestment opportunities as they 
occur. The integrity of the 
management can be gauged by 
the lines along which the affairs 
of the investment trust have 
been run. If there is any in- 
dication that it has been used 
as a dumping ground for se- 
curities in which the manage- 
ment had an _ interest, such 
trusts had best be avoided. 
Also, it is desirable to have rep- 
resented on the board of direc- 
tors men who have an estab 
lished position in the financial 
community. 

Having given the proper 
amount of thought to the ques- 
tion of management, the next 
most important factor to con- 
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Lehman Corporation’s Well 
Diversified Position 


(as of June 30, 1932) 


Cash and Equivalent 
Bonds other than Government 
Preferred Stocks 
Common S8tock— 
Bankiag and Finance 
Merchandising 
Public Utilities 
Manufacturing 


$15,446,846 


Metals and Mining 
Electrical Equipment, etc. ........... 


Real Estate Investments 
Loans and Advances 


Assets valued at market quotations, 
cash aggregated $86.783.961 and assets having no mar- 
ket quotations, taken at fair value aggregated $4,348,- 
900. On this besis break up value of 
90, 1988, was 997.34 (Gept. 30, 1968. 
had izcrease@ to 668.76). 


1,813,754 
2,618,686 


| 





| 
| 











lishes a complete list of its se 
curity holdings twice a yeal, 
and recently has adopted the 
policy of announcing the break 
up value of its stock every 
three months. The accom 
panying table shows how well 
diversified its investments ar 
among various groups of securi- 
ties. The list of holdings is too 
extensive to publish in detail in 
this article but in each group 
the general policy of the com 
pany has been to select the se: 
curities of strong and highly 
regarded companies. There has 
been a tendency on the part of 
the management to favor div 
idend-paying stocks and as a fe 
sult of this policy, the com 
pany’s income from dividend 
and interest payments has been 
relatively well sustained. For 
the year ended June 30, 1932. 
total income before deducting 
losses on securities sold, wa 
$2,008,858 of which $1,988,715 
was paid out in dividends. At 
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the present time, div- 
jdends are being paid 
at the rate of $2.40 
per share per annum. 

Among the more im- 


Fourth National Investors 
Break up value November 12, 1932 


No. Shares Price Market Value Per Share 


portant common stock- American Gas & Electric 30 $136.000 
holdings as shown American Tel. & Tel. 5 112 1,120,000 
on the June 30th, American Tobacco ‘*B” . 768.000 


1932 list, is included 
18258 shares of 


419,000 


Consolidated Gas \ 567.000 
Continental Can 700.000 


American Gas & Elec- Detroit Edison ; 400.000 


tric, 31,600 shares of 
General Electric, 50,- 
000 shares of Kroger 


285.000 
242,000 


First National Stores J 586,000 
General Foods “ $06,000 


Grocery & Baking, International Business Machines 2, 270,000 


15,000 shares of 
American Tobacco B, 
25,000 shares of 


66,000 
90.000 
476,000 


Penney, J, C. a 285,000 


Brooklyn Manhattan Procter & Gamble 213,000 
Transit, 17,000 shares Safeway Stores : 655,000 


of Corn Products Re- Sears, Roebuck ’ 172,000 
fining 40,000 shares Southern California Edison ; 442,000 
. ’ 





Underwood-Elliott-Fisher i 96.000 


of International Watiah ‘Beckie 


Nickel, 31,000 shares 
of National Dairy 


Products, 25,000 | Cash and Equivalent 


shares of J. C. Pen- 
ney, 29,300 shares of 
United Gas Improve- 








its break-up value. 
Fourth National 
Investors has no debt 
of any kind, the en- 
tire capitalization 
consisting of 500,- 

yes 000 shares of $1 par 
1.526 value. It was incor- 
0.694 porated in August, 
mene 1929, and 500,000 
0.800 shares were offered to 
0.570 the public at $52 a 
0.484 share. Directors are 
pen as follows: Henry E. 
0.540 Bodman_  (Chrm. 
0.132 Exec. Commit. Guar- 
0.180 dian Detroit Union 
name Group, Inc., Detroit) ; 
0.496 Walter S. Bucklin 
1.310 (Pres. National 
0.944 Shawmut Bank of 
late Boston); Paul C. 
0.380 Cabot (Dir. National 
Shawmut Bank of 

Boston); Charles H. 
Diefendorf (Exec. 
Vice-Pres. Marine 
Trust Co. of Buf- 
falo); Wilton Lloyd- 











ment, 10,900 shares 
of F. W. Woolworth 
and 16,000 shares of P. Lorillard. 

Provisions of management contract 
with Lehman Bros. provide that sub- 
ject to a protection of 6% on invested 
capital, management compensation 
would be 12!4% of the net realized 
profits, which managers would be 
obliged to use to purchase corporation 
common stock at book value. 

Since the organization of this trust 
in September, 1929, there has been 
every evidence that it is being man- 
aged along conservative lines, cash and 
its equivalent having been steadily 
maintained at a relatively high figure. 
The original capital consisted of 1,000,- 
000 shares of no par value, but by pur- 
chases in the open market and cancella- 
tion, the outstanding stock has been 
reduced up to the present time 


30th, 1932, with the current market 
value and just what equity the holder 
of a share of Fourth National stock 
has in each particular security. Theo- 
retically, the purchaser of investment 
trust stocks should always have this 
information, but practically, there are 
not many instances where he can ob- 
tain it in such exact detail. It will be 
noted that an unusually sound as well 
as well diversified list of securities is 
held, and also that nearly one-third of 
the company’s total assets is represented 
by cash or its equivalent so that it is 
in a position to take advantage of 
further buying opportunities as they 
present themselves. At the present 
price level, around 19, the stock is sell- 
ing at a considerable discount from 


Smith (Cotton, 
Franklin, Wright @ 
Gordon; N. Y.); Robert O. Lord 
(Pres. Guardian National Bank of 
Commerce, Detroit); Robert A. Lovett 
(Brown Bros. Harriman & Co., N. Y.); 
M. Haddon MacLean (Vice-Pres. 
Harris Trust & Savings Bank Chi- 
cago); Walter S. McLucas (Chrm. 
Commerce Trust Co., Kansas City); 
Warren M. Persons (N. Y.); Fred Y. 
Presley; George F. Rand (Pres. Marine 
Trust Co. of Buffalo); B. A. Tompkins 
(Vice-Pres. Bankers Trust Co., N. Y.). 
Early in 1931, the company adopted 
the plan of distributing to stockholders 
semi-annually approximately all income 
from cash, dividends and interest after 
deducting expenses. An initial divi- 
dend of 55 cents was paid July 1, 
1931, with a similar payment on Janu- 
ary 1, 1932, and 60 cents on 





July 1, 1932. 





to 686,800 shares, At present 
levels of 45, the stock is selling 
at a very substantial discount 
from its break-up value (see 
table). 


Fourth National Investors 


Fourth National Investors, 
one of a group which is man- 
aged by the National Investors 

tporation, gives to stock- 
olders very complete details in 
regard to its affairs including 
ay portfolio changes that take 
place within a three months 
period. The accompanying 
table shows a complete list of 
the securities held on September 








Standard Investing 
Corporation’s Portfolio 


(as of June 30, 1932) 
Market Value 


Cash and Equivalent 

Domestic Corporation Bonds 

Foreign Bonds 

Domestic Stocks— 
Rails 195.875 
Industrials 608,£00 
Utilities : 179,483 
Financial and Insurance 161,010 

Foreign Stocks 1,712 

Net assets (market value) were equal June 390, 1982, 
to $880 for each $1,000 of debenture bonds outstanding. 


Standard Investing 
Corporation 


Formed early in 1927, this 
investment trust suffered very 
severely from the great depreci- 
ation in security values which 
took place from the Fall of 
1929 on, and as a consequence, 
equity for its common shares 
has been entirely wiped out and 
it does not appear that any 
value is likely to be established 
for the common shares in the 
near future. The chief interest 
in this situation lies in the posi- 
tion of the company’sdebentures. 
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As will be noted 
by the accompanying 
table, Standard In- 
vesting has a_ well 
diversified list of hold- 
ings, together with a 
substantial percentage 
of its assets repre- 
sented by cash and 
equivalent. As of 
June 30, 1932, hold- 
ings of bonds and 
common stocks showed 
reasonably sound se- 
lections, giving assur- 
ance that any general 
advance in security 
prices would bring to 
this company a corre- 
sponding appreciation 
in the market value of 
its assets. Included in 
railroad stocks, for 
example, were 3,500 
shares of Chesapeake 
&@ Ohio common, 
3,000 shares of Penn- 
sylvania R. R., 1,600 
shares of Union Pa- 
cific and 1,800 shares 
of Bangor & Aroo- 
stook. Among the in- 
dustrials were 2,000 
shares of American 
Home Products, 2,800 
shares of Drug, Inc., 
4,000 shares of Gold 


Dust, 2,600 shares of Grand Union $3 
preferred and 1,500 shares of J. C. 
In the utility group were 
3,000 shares of Engineers Public Serv- 
ice $5 convertible preferred, 1,700 
shares of Southern California Edison 
and 1,122 shares of American Gas & 


Penney. 


Electric. 


On June 30, 1932, there was $3,577,- 


000 5% debentures, 
due 1937, and $3,- 
687,000 514% deben- 
tures, due 1939, out- 
standing. The market 
value of the com- 
pany’s assets on that 
date was equal to 
$880 for each $1,000 
of debenture bonds. 
No information has 
been given out by the 
company as to any 
changes in the port- 
folio since that time, 
and hence, it is im- 
possible to definitely 
state what the exact 
value is at the pres- 
ent time. There is no 
reason to assume. 
however, that the 
company disposed of 
any important: amount 
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Atlas Corporation 
and the following companies 


Chain Store Stocks, Inc. 
Federated Capital 
General Empire 
National Securities Investment 
Securities—Allied 
Sterling Securities 

Ungerleider Financial 


All America General 

Allied Atlas 

Am. British & Continental 
Atlantic Securities 

Atlas Utilities and Investors 
Aviation Securities 


Combined State of Financial Condition 
as of August 31, 1932 


ASSETS 
I a ie nes wee Gui aie cp pisishie waves $20,411,458 
U. 8. Government obligations, at market .............eeeeseeeeeeee 1,207,156 
rr ee OED 6.5 546s pian ss sen enctees 0be0ee sees 608,220 
Ne 1,600,000 
Other notes and loans receivable ........++....ceeeeeeeteceeteeeees 4,009,487 
Balance receivable on subscription to capital stock units............ 1,235,000 
Investments (at values based on market or bid prices) 
Bonds and notes ........... et ee hace kA RSRR ADS hued olka a eaies 2,176,294 
Preferred stock ........... Pe ET I ee ee 5,967,988 
Td CU cao, 6c dene & Gpaet eas SRaa Roe wE Ann ee avis 19,724,852 
Securities which company has optional right to sell at fixed price 
i eR 7 ce a Re Rie gE RSS SO pwede Vee eeutiras 361,283 
ea So ee sa aek ae bee RCCh eb im ComeaE 146,925 
Other investments, not readily marketable, as valued by management  1,396,95i 


$58,845,627 


LIABILITIES 
Accounts payable, interest accrued on debentures............-..... $292,324 
Dividend payable, September 1, 1932...............eeceeeeeeeteeees 142,058 
En I MG 9 ino 5s pepak en son0 pass 6 sesievsotessns 974,418 


Debentures of American, Brit'rh & Continental outstanding......... 2,864,000 
Total amount applicable to capital stock of combined companies out- 


standing in the hands of the public ...........eceecee eee neeeeteee 54,572,825 


$58,845,627 








of its securities before the rise this 
Summer, and a very conservative esti- 
mate would be that the par value of 
the debentures is now more than cov- 
ered by the market value of the com- 
pany’s securities and its cash holdings. 
Both issues of debentures have been 
selling on the New York Curb Ex- 
change around 68. The company’s 














United Corporation 


Break up value November 12, 1932 


No. Shares Price Market Value 
Mohawk Hudson Power 2nd Preferred....... 62,370 15 $4,677,000 
Publie Service of New Jersey ............... 988,271 50 49,413,000 
United Gas Improvement ................,. 6,066,223 19 115,524,00C 
Columbia Gas & Electric .................. 2,424,556 14 $3,940,000 
oe ee 84,769 1 85,000 
Niagara Hudson Power .................... 1,914,417 14 26,796,000 
Commonwealth & Southern ................ 1,798,270 3 5,394,000 
SE ee 203,900 61 12,234,000 
Option warrants Niagara Hudson Power and Commonwealth & 
RRR 2 ry ante ai ata aati te rare are ER ag 2,500,000 
OPT ETE ECePTe TTT Te eT rT Tree ee *14,500,000 
SEE Shel isha pk RhG 5905s S 04 4c oh ccksecheeebbbekbantases $265 ,063,0CG 
Demand loans less cash on hand December 21, 1981............-. 11,492,000 
+$253,571,000 


* Estimated, f Equal to $102 a share on 2,489,065 shares of $3 preference 
stock and, after deducting the preference at $50 a share, to $9 a share on 14.509.- 
000 shares of common. 
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policy has been t 
steadily retire the de. 
bentures by purchases 
in the market, and op 
July 20, it was an 
nounced that the out- 
standing amount had 
been reduced to $7. 
082,000. With the 
company’s cash and 
equivalent alone equal 
to $543 per $1,000 
debentures, they are 
entitled to a fair in. 
vestment rating. 

Directors consist 
of James Brown, 
Thatcher M. Brown, 
William Averell Har 
riman, Ray Morris, 
all partners in Brown 
Bros. Harriman 
Co.; John Foster 
Dulles (Partner, Sul: 
livan €& Cromwell), 
Henry R. Hayes 
(Vice-president, Stone 
& Webster). 


Atlas 
Corporation 


Beginning as Atlas 
Utilities this invest: 
ment trust was 
formed in 1923 asa 
private enterprise by 


Floyd B. Odlum (Vice-president, Elec: 
tric Bond & Share) and George H 
Howard (President, United Corp). It 
gradually expanded its activities and by 
the summer of 1929, had grown to a 
$6,000,000 enterprise. 
1929, stock was offered in units of $58 
each, each unit consisting of a share of 
$3 preference stock, a share of common 


In September, 


stock and a perpetual 
option warrant to buy 
a share of common 
stock at $25. This 
raised an additional 


~ $9,000,000. About 


the time the financing 
was taking place, the 
market had started its 
drastic decline and the 
management decided 
on a policy of caw 
tion. As a_ result, 
Atlas went through 
the panic with about 
$12,000,000 of its 
$15,000,000 of assets 
in the form of cash or 
call loans. In No 
vember and Decem 
ber of 1929, some 
stocks were accumu 
(Please turn to 
page 180) 
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“Preferreds” Offer Investment 
Opportunities 


Variety of Strong Preferred Stocks At- 
tractive for Income and Price Appreciation 


HE first part of the current de- 

pression was virtually without 

serious financial trouble. The 
phase of acute financial crisis, however, 
commenced a little over a year ago. Its 
aftermath has been the over-stressing 
of safety in investment. Gilt-edged 
bonds are now so high that investors 
are being forced to look elsewhere for 
a reasonably high rate of return on 
their capital. That they are turning 
to the better grade of preferred stock 
is perfectly logical, for these issues have 
been neglected in the rush for safety at 
any cost. As a class, taking into con- 
sideration comparative safety of prin- 
cipal and assurance of income, pre- 
ferreds are now relatively cheaper than 
the more fashionable bond. Of course, 
should an individual for particular rea- 


By J. C. Cirrrorp 


sons of his own continue to require the 
ultimate in safety, he is still confined 
to mortgage bonds or Government ob- 
ligations. But for the average man the 
time for these has gone. He need not 
pay the premium demanded. 

It is to help the investor who is tired 
of a nominal return on his capital that 
we prepared the accompanying table of 
preferred stocks. It contains a great 
variety of issues. For practical pur- 
poses some are actually as good as 
high grade bonds and, if they were 
only called “debenture” instead of 
“preferred stock,” undoubtedly they 
would be selling at higher levels. Others 
are less strong; but none can be called 
speculative in the commonly accepted 
sense. 

Apart from the relatively greater 


desirability of preferred stocks over 
bonds from the point of view of return 
and its assurance, there are two other 
points to be remembered. The first 
of these is that some of the larger pre- 
ferred issues enjoy a much _ higher 
degree of marketability than is accorded 
any bond. What corporate bond, for 
example, can compare with the pre- 
ferred stock of Consolidated Gas of 
New York for year-round activity and 
a narrowness of spread between bid and 
asked prices? The second point to be 
remembered is that the average man 
will save in income tax by buying pre- 
ferreds rather than bonds. This might 
easily become an even more important 
consideration in the near future as 
Congress recommences its efforts to bal- 
ance the Federal budget. 











Among the Better Preferred Stocks 


No. of Shares Price 


Company Out- 
standing 





| 
| 
| 
| 
| 


COMMENT 





Earned per Share 
A — —_——,_, Div. Yield 
1931 1982 Call Recent $ % 


87.64 NF No 113 6 5.8 


26.37§ 6.18 115 96 1.3 
20.28 8.86b 52,50 47 6.4 
29.79 4.03b 102,50 84 4.1 


82.00 28.00E 105 96 5.2 


1930 


American Tobacco 82.16 


Archer-Daniels-Midland NF 
Coca-Oola ‘‘A’’ 17.49 
49.51 


32.69 





Despite the prespect for somewhat smaller earnings 
this year, issue is very strong. 

Dividend continues to be well covered. 

Being steadily beught by the company itself. 

Recent earaings eff. Near future likely to he better. 
Neo reason to expect anything which would endanger 
the dividend on this issue. 

In addition to great divédend coverage, company is 
exceedingly strong financially. 

Company hard hit, but its own operations alone should 
yleld enough to cover dekenture dividends. 

Huge coverage for preferred dividends. 

Company’s business more than ordinarily stabi 
Dividend may not be covered this year, but likely to 
do better in 1933. 

Lower earnings expected, but this issue is in no 
danger. 

Recent earnings lower, thoagh coverage still ampie. 
Small well-proteeted issue. 

High grade industrial preferred, whose dividend is 
thoroughly assared. 























Corn Products Refining 56.27 38.71 25.86a No 135 5.2 








48.41 18.1la 125 5.9 
217.47 NF No 5.0 


16,44* 17.17" 115 6.4 
51.66 5.682 120 6.7 


56.22 


330,11 
20.03* 


81,99 


Du Pont de Nemours Deb 
Eastman Kodak 

















102.70 NF Wo 5.6 
53.53  26.35a 120 6.3 


56.65 22.298 No 71.2 


79.58 50.00a No 5.3 
16.51 NF No 6.7 Company oceapies an enviable position in its fic'd. 
20.19 16,20t 105 ae 6.2 Company expanding. Preferred woll protected. 
141.30 NF 110 1 5.7 If term can apply to preferred, this is gilt-edacd. 
21.53 22.94 14.91a No 1 5.7 Despite some loss of business, issue is still strona. 
178.16 130.97 64.05% 115 ~ § 5,2 Latest earnings lower, but this issue in no danger. 
21.74 18.85 17.00E N | 5 6.0 May be classed as a businessman’s investment. 


ivi huge. Li l d 
111.03 150,80 119.0la. «120121 nwa | 
5.42 2.51 NF 110 98 5.1 Dividend guaranteed by several important oil cos. 
74.56 49.90 94.972 110 96 6 


5.2 A strong utility holding company preferred. 
ft One quarter only ended Oct. 1. E—Estimated. +On combined preferred, year ended Sept. 30, § Year ended June 30, 
Year ended May 31. # Year ended June 30, a Nine months only, 6b Six months only. 


106,61 
63.47 
84.69 
92,24 


19.19 
17.03 
121.92 














Mathieson Alkali 
National Biscuit 
National Lead “‘A’”’ 
New York Steam 
New York Telephone 
Pacific Tel. & Tel, 
Procter & Gamble 






































Standard Brands 
Standard Oil Export 
United Gas Improvement 























NF— 
tens Not available. 
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After Three Years of Depression— 
What Is the I Outlook ) 
| at is the investment Uutioo o 
22% 
: ? Latest 
For These Companies: - 
NC' 
| ber 
HESE analyses are designed to give a concise picture of how prominent companies in bale 
which readers may be present or prospective partners are meeting the difficulties of gallati 
these unusual times. All of them are not to be construed as recommendations. In Throw: 
fact, numerous companies in an unfavorable position are frankly discussed as well as those princi 
more fortunately situated. Selections may of course be made from those favorably described from i 
but even in these it is recommended that commitments be assumed only in accordance with of net 
the counsel given in the market article which appears in each issue of this magazine. Owi 
ties, e 
—droy 
Colgate-Palmolive-Peet Co. will be earned this year and, although cash and marketable Jl) 
; f : securities amount to $6.13 a share, the company is spend Yer. 
Price Range — 1932 Div. Yield ing a million monthly on the advertising which is essen [0p © 
High Low Recent $ %o tial to maintain its competitive position in the trade; 9 suffere 
31% 11 14 1.00 7.1 that it may become advisable to omit dividends in order to jm “clin 
Latest earnings per share (6 mos. to 6/30/32)... .. $0.13 _ conserve cash, unless general business conditions improve in sine 
Net quick assets per share (6/30/32). ....... $16.98 the near future at a more rapid rate than now seems likely. tat in 
The stock should therefore be purchased with a view to its MH #¢ 1° 
F lineage is any guarantee of strength then the Colgate’ —_ long term possibilities, rather with an eye to immediate in J "4 
Palmolive-Peet Co., whose principal constituents have come yield. that w 
successfully weathered nearly every business storm in Fort 
our history, should be able to survive the present depres- —_—— with n 
sion. The Palmolive Co. was founded in 1864. Colgate the ra 
began business so far back as 1806, and was merged with Cream of Wheat Corp. buildi 
Palmolive in 1928. Peet Bros. started as a partnership in ‘ permit 
1872, and was taken into the present merger in 1926. In Price Range — 1932 Div. Yield @ meanti 
1930, Kirkman €& Son joined the consolidation, and then High Low Recent $ % to be. 
last year the Omega Chemical Co. was absorbed. The 26% 13% 25 2.00 8.0 comme 
company “7 has an exclusive agency = the sale — Latest earnings per share (9 mos. to 9/30/32)... . $1.65 @ pull ; 
country and Canada of the vaseline products of the Chese- Net quick ass ggg trench 
brough Mfg. Co., and a subsidiary is tealy deals in olive oil. ts ere eee ee cy " value | 
The company operates five domestic manufacturing HE Cream of Wheat Corp. has concentrated for 
plants, and local factories in Canada, Mexico, Cuba, Eng- thirty-five years on the manufacture and sale of just 
land, Australia and France, with agencies all over the world, one nationally-advertised product, and is making a 
for the production and sale of nationally and internationally success of it, even in these trying times. Cream of Wheat, 
advertised cleansing agents, dentifrices, talcum powders, in competition with numerous other breakfast foods, is sold 
shaving creams, and other soap products. It is the second _ steadily by practically every wholesale and retail grocery 
largest unit in this country and in foreign fields. While and chain store in the United States and Canada, and is § High 
some of its business is in private brands, the bulk of its | on the menu of countless residents of many foreign coun 83 
sales consists of such well known brands as Palmolive soap, _ tries. The company was practically a closed corporation Latest 
shaving cream and shampoo; Octagon; Fab and others. The until 1929 when, through a 1,500 to 1 split-up, some of Net qu 
laundry and general purpose soaps move in the largest the shares became available to the investing public. _ | 
volume, though the company’s specialties contribute most Earnings have expanded consistently since the business ‘iy 
to the profits. was founded in 1897, and reached a peak of $3.13 a share | 
Earnings rose to a maximum of $4.03 a share in 1929, in 1929. It is a strong testimonial to the popularity of | 
and fell off less than 25% during the first two years of | the company’s product that earnings this year are likely Fa 
the depression. During the first six months of the present to be around $2.50 a share, or only 20% below those of istrib 
year, however, while tonnage volume has held up as well boom times. The treasury is strong in cash assets and, as a 
as could be expected in the face of diminished public pur- there are no bonds, notes, nor preferred stock ahead of the ig 
chasing power and intensified competition, the prices ob- | common, and no unusual expenditures for expansion att @ Wien 
tainable for finished, products have dropped so much faster —_ required, there appears no reason why the present dividen tains 1 
than the cost of raw material that per-share earnings nose- _rate of $2 regular, plus extras, should not be maintained om 
dived to $0.13, and the dividend of $2.50, which had been As an issue with possibilities of sharing in the ven 7 8. 
maintained steadily since 1929 has just been cut business revival, while in the meantime yielding a liberal tains i 
to $1. It seems doubtful if even this reduced dividend current income, the common stock, if purchased on fe = 
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ations, seems well worth including in a diversified 
portfolio. 


Otis Elevator Co. 


Price Range — 1932 Div. Yield 
High Low Recent $ % 
2% 9 12 1.00 8.3 
latest earnings per share (9 mos. to 9/30/32) 
Net quick assets per share (7/31/32) 


NCORPORATED in 1898 as a consolidation of a num- 

ber of smaller companies, the Otis Elevator Co. has ex- 

panded consistently until of recent years its domestic 
business covers around 70% of the country’s elevator in- 
gallations. It is the only known producer of escalators. 
Through associated companies, Otis operates in 40 of the 
principal countries of the world, and last year the profits 
from its foreign business accounted for approximately 30% 
of net income from all sources. 

Owing to the practical cessation of new building activi- 
ties, earnings have suffered severely during the depression 
—dropping from an all time high of $3.99 a share in 1929 
toonly 32 cents during the first nine months of the current 
year. During the first eight months foreign sales, with a 
drop of only 35% from the corresponding period in 1931, 
suffered less than domestic sales, which are reported to have 
declined more than 50%. Owing to the dearth of new 
business, the company has been driven to an unusual ex- 
tent into the highly competitive small job field where profits 
ae nominal. Thus it has been necessary to cut the com- 
mon dividend to the current rate of $1 from the $2.50 rate 
that was maintained a year ago. 

Fortunately the company is strong enough in cash assets, 
with no bonds nor bank loans outstanding, to pull through 
the rather tedious period which probably lies ahead before 
building is again resumed on a sufficiently large scale to 
permit of any substantial recovery in earnings. In the 
meantime, however, even the present dividend may have 
to be cut or omitted. At current level of around $12 the 
common stock appears to be conservatively priced as a long 
pull commitment, in view of the company’s strongly en- 
trenched position in the industry and the high current asset 
value of the shares in relation to market price. 


Hershey Chocolate Corp. 


Price Range — 1932 Div. 


Yield 
Recent $ % 
6.00 10.7 


High Low 
83 43% 56 
Latest earnings per share (9 mos. to 9/30/32) . $4.27 
Net quick assets per share (9/30/32) . . $3.64 


HERE is much that is unusual about the Hershey 
Chocolate Corp. As the largest producer of choco- 

late bars, cooking and beverage cocoa and cocoa 
rups in the United States it has achieved a nation-wide 
distribution of its products among chain stores and countless 
retail outlets without extensive advertising. It stocks up 
vily with cocoa purchased in the open market at times 
When the management believes prices to be favorable, ob- 
tains much of its milk from the company’s own subsidiaries, 
tecelves part of its sugar from Cuban property owned by 
M. 8. Hershey, who is chairman of the board, and main- 
fains its profit margin by adjusting the size of its chocolate 
Thus the company has no worries over inventory 

. The success of this policy may be judged from the 
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fact that, while net sales had dropped in 1931 to 75% 
of the 1929 peak, earnings of $8.73 last year on the com- 
mon were the highest in the company’s history. Still more 
remarkable is the circumstance that, while dividends on the 
common were not paid in 1928 and 1929, they were in- 
itiated in 1930 at the rate of $5 a share, and then raised 
to $6 this year. In explanation of such miracles it may be 
observed that net profits per dollar of sales averaged 25 
cents last year against 19.6 cents in 1930, 18 cents in 1929, 
and 17 cents in 1928. Evidently the company enjoys the 
rare distinction of profiting by falling prices for raw ma- 
terial. 

Yet, there is some evidence that this astute policy or 
raising unit profits to compensate for falling sales has about 
reached its limit, for the company reported earnings of 
only $4.27 a share in the first nine months of the current 
year, compared with $7.62 in the corresponding previous 
period. 

In view of the probability that the present $6 dividend 
on the common will not be quite earned this year, and con- 
sidering the fact that the company was rather low in cash 
at the end of September, with a quarter of a million in bank 
loans outstanding, it is not altogether certain that the cur- 
rent high rate of disbursement can be maintained. In fact 
the present market appears to be discounting an ultimate 
reduction to about $4 a share, at which rate the yield would 
be around 7%. With this possibility in mind, the common 
stock may be regarded as an issue which is likely to 
participate in any substantial advance in the general mar- 
ket, especially if this should not be accompanied by rapidly 
rising prices for cocoa and sugar. 


International Nickel Co. of Canada 


Price Range — 1932 Div. Yield 
High Low Recent g % 


12% 3% 8 omen sil 
Latest earnings per share (9 mos. to 9/30/32)...... Def. 
Net quick assets per share (6/30/32)... .. $1.75 


ESPITE the fact that the price of the metal nickel 
has remained stable in the face of declining prices 
for almost every other commodity, this alone has been 

insufficient to prevent the International Nickel Co. of 
Canada from feeling quite severely the adverse effects of 
the current depression. The reason, of course, is that 
slackness in the automobile, machinery and other industries 
has severely curtailed the demand for nickel. Moreover, 
International Nickel is so situated that it must perforce 
produce large quantities of copper with its nickel, and in 
the case of copper both the demand and also the price have 
fallen to unprecedentedly low levels. 

For the nine months ended September 30, 1932, Nickel 
reported a net loss of $292,352 after charges and taxes, 
comparing with a net profit of $4,005,856, equivalent to 17 
cents a share of common, in the first nine months of 1931. 
Despite the loss, the company continues in a comfortable 
financial position. Current assets at the end of September, 
last, including $4,716,692 in cash, call loans and govern- 
ment securities, amounted to $28,977,335 whereas current 
liabilities totaled $3,505,681. 

It should be noted that International Nickel’s loss in the 
first nine months of this year was after the deduction of 
$2,535,060 for depreciation, depletion, etc. This is almost 
double the sum necessary to pay preferred dividends for 

(Please turn to page 180) 


161 

















Leverage Stocks 


“Leverage” is an expression that has 
come into general use in financial 
circles since the advent of the depres- 
sion. A stock with great leverage is 
one on which earnings per share will 
vary greatly with a relatively small 
change in net earnings of the company, 
due to the fact that there are large de- 
ductions from net earnings, including 
fixed charges, and, in some cases, pre- 
ferred dividends, that are a constant 
factor. For example, supposing a com- 
pany with 500,000 shares of common 
stock has total annual fixed charges and 
preferred dividends of $7,000,000. 
Net earnings have been running at the 
rate of $10,000,000 a year. Deducting 
the $7,000,000 from net earnings leaves 
a balance of $3,000,000 equivalent to 
$6 per share on the common stock. 
Now supposing the net earnings of the 
company increased 10% or to $11,- 
000,000; deductions for fixed charges 
and preferred dividends remaining the 
same, this would increase earnings 
available for the common stock to an 
amount equivalent to $8 a share or an 
advance of 3314%, and an increase in 
net earnings of 30% would mean an 
increase in earnings available for the 
common stock of 100%. 

This, of course, works both ways. 
With the earnings trend down, “‘lever- 
age stocks” are in the most vulnerable 
position, and likely to show the most 
drastic declines. Conversely, when the 
trend turns upward, these very stocks 
can be expected to take the leadership 
in the advance. New York Central is 
a good example of a high leverage rail- 
road common stock. In 1931, railway 
operating revenues showed a decline 
of 20% from 1930 results, gross in- 
come showed a decline of 34% and 
surplus available ‘or common dividends 
faded away from $35,981,000 to 
$2,430,000. Earnings per share on the 
common stock in 1931 amounted to 
$0.49 against $7.21 a share in 1930. 
What the downward earnings trend 
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For Profit 


and Income 


did to the price of the common stock 
is one of the market's catastrophies. 
The high in 1930 was 19234 and the 
low reached in 1931 was 247%. 

High leverage is found in many of 
the stocks of the public utility holding 
companies. One of the best examples 
is United Light & Power Company. 
For the 12 months ended August 31, 
1932, total income of the subsidiary 
companies amounted to $28,580,295. 
After deducting all fixed charges, pre- 
ferred dividends of subsidiaries and 
dividends accruing on the first preferred 
stock of the holding company, the bal- 
ance available for dividends on the com- 
mon stock was $2,250,935. An increase 
of only 10% in the total income, it can 
be seen therefore, would increase the 
balance available for dividends on the 
common stock of the holding company 
127% to $5,108,000 or from 65 cents 
a share to $1.47 a share. 

Among the large industrial corpora- 
tions, not so many instances of wide 
leverage exist for the reason that most 
of them do not carry a heavy funded 
debt. There are a few, however, one 
of which is Goodyear Tire & Rubber 
Co. In 1931, total income was one-third 
less than the amount reported in the 
preceding year, whereas earnings 
dropped to $0.14 a share from $3.16 a 
share in 1930. Obviously, an important 
reversal in the earnings trend could 
again bring a substantial earning power 
to the common shares. 

* * & 


An Increase in Salaries 


A refreshing piece of news was the 
recent announcement of the United 
States Freight Co. that reductions of 
16 2/3% made in salaries and wages 
last Spring had been restored because 
of an improvement in business. It was 
stated that tonnage in September was 
about equal to that of last year, but the 
margin of profit was higher due to sub- 
stantial reductions in operating and 
overhead expenses. For the three 














months ended September 30, 1932, U 
S. Freight earned 38 cents a share on 
its 299,640 shares of no par common 
stock. In the first six months of this 
year, 14 cents a share was earned, mak- 
ing a total of 52 cents a share for th 
nine months. In the full 1931 year, 
there was a deficit of $1.13 a share 
compared with a deficit of $3 cents a 
share in 1930, and a profit of $3.71 a 
share in 1929. There is no funded debt 
and the balance sheet as of June 39, 
1932, showed a working cay:tal of ap: 
proximately $1,000,000. This company 
is one of the largest freight-forwarding 
companies in the United States doing a 
gross business of about $25,000,000 
annually. It specializes in the use of 
steel containers to handle small ship- 
ments on a lower cost basis than avuil 
able on direct rail shipments 


* * * 


The Rockefeliers Can Be Wrong 


The report of the Rockefeller Foun: 
dation whose finance committee is com 
posed of John D. Rockefeller, Jr. 
chairman; Raymond B. Fosdick, lawyer 
and Walter W. Stewart. former re 
search expert of the Federal Reserve. 
shows that it is human to err. Among 
its holdings, despite the conservative 
policy of this institution, are includec 
$2,132,000 of the 5% bonds of Samuel’ 
Insull’s bubble, the Middle Wes 
Utilities Cu., which were defaulted in 
June. Of this amount, $1,748,000 was 
idded at 100.14 as late as 1931. Dur 
ing 1930, the Foundation purchased 
$384,000 at 99.9 These securities al 
one time were selling for around $20 
for each $1,000 bond and, while they 
are currently quoted around six times 
this figure, a commitment could hardly 
have been more unsatisfactory. When 
a group such as this with a well 
deserved reputation for conservatism 
and business acumen can make such am 
error, it serves as a striking example t? 
investors of the importance of diversif 

(Please turn to page 174) 
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Taking the Pulse of Business 


—Prices Gain Fractionally 


—Seasonal Slackening in Industry 


HOUGH retail sales . 

and forward orders in 

the wholesale trade have 
dackened somewhat more 
than seasonally of recent 
weeks, it is reassuring to ob- 
serve that business returns 
for the periods immediately 
preceding and following the election have, for the most 
part, been favorable. On the majority of organized open 
markets, both at home and abroad, prices rebounded mod- 
erately after the decisive election results were known, and 
the atmosphere seems to be surcharged with the fresh hope 
that always rises when humanity turns from the disagree- 
able past to face a new, albeit unknown, future. 

It must be admitted that this new spirit of confidence in 
better times ahead finds moderate justification in all four 
curves of the Barometer which suggest that the worst phase 
of the depression may be over and that, in the absence of 
disturbing legislation by Congress, the secular tide of pro- 
duction and trade is turning for the better. Such a con- 
clusion is especially supported by the Business Activity in- 
dex which has risen to the highest level attained since April 
of 1930. It will be recalled that this index, in addition to 
comparing the physical volume of production and trade 
with the corresponding rate a year earlier, frequently serves 
to indicate the business outlook. So long as the line con- 
tinues to ascend, one is warranted in maintaining a hopeful 
view of the outlook. A like conclusion will doubtless be 
derivable from the New Orders index, when all returns 
are in for the next point on that graph; since it is indicated 
that this curve will then have recorded the first unbroken 
sequence of increases for three consecutive months that 


—Money Continues Abnormally Low 
—Oil Outlook Favorable 
—Steel Marks Time 


has been witnessed since 
1928. 

That the slow secular im- 
provement in business condi- 
tions which is now under 
way will probably continue 
into next year, after the 
usual seasonal hesitation be- 
tween now and the holidays, is indicated by further ease 
in the Cost of Business Credit, which has receded since our 
last issue to the lowest level recorded in American financial 
history. It is generally understood, in fact, that the Fed- 
eral Reserve Board’s easy money policy will not be reversed 
in the near future; so that powerful inducement will be 
offered to both private and banking funds to begin expand- 
ing next year into trade channels where the returns will be 
more attractive than the abnormally low-interest-bearing 
media in which liquid funds have sought refuge during the 
past few years. 

If the Congress which is to convene early in December, 
or perhaps even before on special summons, acts promptly 
and wisely upon the pressing problem of balancing the 
budget, and refrains from tampering with the currency, 
there are fair grounds for hoping that the coming year will 
witness a slow gain in employment, and that corporate 
deficits will gradually change into profits. Even a small 
gain in employment at this juncture might prove ultimately 
to be of almost incalculable benefit; for this would create 
the beginnings of a larger consumer demand for goods, and 
so start us upon a benign upward spiral of recovery in 
place of the vicious descending spiral of liquidation from 
which the world has suffered since 1929. In the meantime, 
as will be gathered from the following brief reviews of some 








es 
6° 


ICE INDE 
osees 


KP 
$3 


COMMON STOC 
sSssssses 


JFMAMJ3 FMAMSJ 
1928 1929 








C.G. WycKOFF BAROMETER of BUSINESS TRENDS 


COPYRIGHT ~THE MAGAZINE OF WALL STREET 


SIPURA STA CSUN TOTS EAT ELLA 1510 NID] JIFIMIA a 


> wv & 
4AN39 “3d 


nn w 


a 


| ies fee, ° 
(vaa snoinawa 40 %) 
ALIALLIV ssanisna 


~ 
° 











@ LAST POINT 
SUBJECT TO REVISION 


19 








jor NOVEMBER 26, 1932 











of the leading industries, we are entering upon a few weeks 
of temporary seasonal recession in a number of lines, which, 
however, should occasion no discouragement over the 
ultimate outcome. 


The Trend of Major Industries 


STEEL—Steel operations remain unchanged at about 
19% of capacity, which is 1% lower than the peak reached 
on the autumn recovery. The activity at tin plate mills 
has advanced slightly to 47% in anticipation of next year's 
demands, and orders are being received in somewhat larger 
volume from automobile makers who are bringing out new 
models. Railroad deficits preclude new purchases in any 
quantity, while the demand for pipe is practically negli- 
gible, owing to the low ebb-of new construction work and 
efforts that are being made to curtail oil output. Inven- 
tories are low, however, and it seems likely that necessitous 
miscellaneous demand will save the customary year-end 
slackening in activity from becoming so pronounced this 
winter as it was a year ago. The majority of steel com- 
panies, however, will continue to operate at a loss during 
the fourth quarter. 


METALS—World consumption of copper seems to be 
running at present a little above production, and stocks in 
producer's hands have fallen slightly. Prices for the red 
metal have risen fractionally, both at home and abroad, due 
to temporary stocking up in advance of the British prefer- 
ential tariff upon electrolytic copper to become effective 
December 1. Prices for other non-ferrous metals are fairly 
stable around the lowest levels in a century; but demand 
is so light that some of the smaller producers are finding 
it difficult to take in enough money to meet payrolls. The 
nearby outlook is not encouraging. 


PETROLEUM—Owing to a considerable falling off in 
the number and mileage of motor cars in operation it is 
authoritatively estimated that demand for gasoline during 
the next six months will average about 12% less than dur- 
ing the corresponding period a year earlier. This decrease 
in the volume of sales should be in large measure offset, 
however, by the higher prices for crude and refined prod- 
ucts which have been made possible by gradual curtailment 
of output. Since stocks of gasoline are being reduced more 


rapidly than 


that the lowest point in passenger car output was reached 
in September this year, a month earlier than last year. A 
few makers have already started production on 1933 mod. 
els, and most plants are scheduled to begin operations at a 
considerably higher rate next month in order to supply 
dealers with samples. The season of normally rising con. 
sumer demand will set in after the holidays. Several mil 
lion cars have worn out and a considerable replacement 
demand awaits the return to more normal business condj- 
tions. The nearby outlook for most motor car companies 
is none too encouraging, however, on account of greatly 
diminished public purchasing power. Tire and accessory 
companies will also do a somewhat larger volume of busi- 
ness during the first few months of the new year; but a 
return to anything approaching normal profits must await 
recovery in the automobile industry. 


SUGAR—September consumption of sugar in Europe 
dropped 1.6% under demand registered in September, 
1931. Aggravating this recession was the gain of 3.6% 
in European production of beet sugar in the first 10 months 
of this year, as compared with the similar period of 193}. 
Beet sugar production in the United States is 1.3% larger 
than 1931 output this crop year. The efforts of Cuba and 
Java to curtail next year’s crop should, however, offset 
potential price weakness. 


SHIPPING—Due to the arrested natural expansion of 
international trade, the freight market upon which the 
prosperity of shipping mainly depends is at a very low 
level, and 20% of the world’s tonnage is laid up while 
many other vessels are kept running at a loss. Shipping 
under construction has fallen below a million tons for the 
first time in 50 years, while unfilled orders have dropped 
to only 20% of the work on hand at the beginning of the 
year. 


Conclusion 


In view of the prevailing belief that, despite the ap- 
proaching period of seasonal hesitation, the bottom of 
the depression was reached earlier in the year, it may 
be well to observe that this popular opinion seems to 
be confirmed by the four curves of our Barometer, 
which are placed on the chart in the order in which they 

turn prior to 





7 a major change in 





crude inventories, 
the prices re- 
ceived for refined 
products have 
been rising faster 
than the cost of 
crude, a situation 
which is gratify- 
ing to both pro- 
ducers and refin- 
ers. So long as 
these tendencies 
persist the out- 
look for oil com- 
panies may be 
regarded as more 
favorable than 
that in most other 
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The Reader® Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 


investment interest. 


This department welcomes and invites contributions from its 


readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 
particularly appropriate since they often are of interest to many. The services of 
this department also are available for answering investment questions of general 
interest excluding inquiries regarding the position or prospects of individual securities. 








Shall the Allies Pay? 


A Reader’s Novel Suggestion 
For Meeting the Transfer Problem 


By A. A. Bousitxorr 


Former Member of the Russian Duma 


HE collection of international debts is far more com- 
plicated than the world realized in 1918. The first 
German “payment” was prescribed in the conditions 

ot the Armistice. Germany had to surrender to France 
150,000 railroad cars with a corresponding number of loco- 
motives, and to England practically all her commercial fleet. 

Was not this a good beginning toward the payment of 
485 billion which the Minister of Finance in the Clemenceau 
cabinet promised to extract from Germany? 

And yet... 

The net result of this acquisition of valuable German 
property was quite unexpected and very disappointing. 

The French railroads became clogged with superfluous 
rolling stock, many French railroad car and locomotive fac- 
tories went bankrupt. English shipbuilding firms either did 
the same or sustained terrific losses from a complete lack of 
orders and the English commercial fleet, being composed 
mostly of ships of prewar construction, became obsoiete. 


An Unexpected Result 


In the meantime German car, locomotive and shipbuild- 
ing factories began working full blast and now Germany 
possesses the most modern fleet and the most up to date 
rolling stock on the continent. Hundreds of thousands of 
German workers had good jobs for many years while Eng- 
land was accumulating her 24 millions of unemployed. 

An astonishing result, isn’t it? 

It seems as if t.e‘Allies, and not Germany, suffered from 
the “punishment” they inflicted upon her. 

It shows also clearly that the wish to be paid is not suf- 
ficient to get gratifying results: one has to know how to 
get paid. Otherwise things may come to such a pass that 
one will gladly renounce one’s claims and will free the 
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debtor from his obligations. Thus it seems as if the Allies 
are more pleased with the Lausanne renunciation than 
Germans, who apparently got a gift of many billions which 
they legally owed and were under obligation to pay. 

Can anybody assert that no such fate is in store for the 
American claims in regard to the Allied indebtedness? The 
Allies had to renounce their claims and forgive Germany 
for this simple reason that they demanded to be paid in 
pounds and francs, etc., and Germany, when America 
stopped to lend her money, succeeded to demonstrate, to 
the full satisfaction of the Allies themselves, that she has 
no means of acquiring this “foreign exchange” and there: 
fore is absolutely and physically unable to discharge her 
obligation to provide it for the Allies. 

The position of the Allies towards America is exactly 
the same. Neither England nor France have any means of 
acquiring dollars in order to pay them to the American 
Treasury, at least no means acceptable and not detrimental 
to their creditor. Therefore, if America keeps asking them 
to pay in dollars she will face some day a situation when 
she will be told that this simply cannot be done, and— 
worse than that—when she will have to admit the full cor 
rectness of this assertion. As a matter of fact, how could 
the French and English acquire dollars? 

By selling more goods? America doesn’t want them. _ 

By selling their private shares and bonds? The Amerr 
can investing public will certainly refuse to take them. 


Do We Want More Gold? 


Of course, France—and France alone—could discharge 
her debts to America by ceding her stock of gold. The 
Bank of France has on hand a stock of gold and foreign 

(Please turn to page 185) 
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CC BERSONAL S$) e SECTION 








Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer, by mail 
or telegram, inquiries on any listed securities in which you may be interested, or on the stand- 


ing and reliability of your broker. 


This service in conjunction with your subscription should 


represent thousands of dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts but be brief. 
2. Confine your requests to three listed securities. 
3. Write full name and address plainly, and enclose stamped, self-addressed envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








EASTMAN KODAK Co. 


I bought 100 shares of Eastman Kodak 
this year at 82, believing it to be a high 
grade investment stock. Today it is 51. 
Is this mainly due to the reduction in divi- 
dend rate from $5 to $3? Is there a pos- 
sibility of this dividend rate being further 
reduced? Do you advise me to hold or 
would you recommend switching to some 
other company with better prospects?— 
H. K. M., San Francisco, Calif. 


Eastman Kodak Co. reports earnings 
but once a year, which considerably 
handicaps an accurate appraisal of cur- 
rent earnings. However, reports em- 
anating from well informed sources in- 
dicate that full 1932 returns will closely 
approximate those of last year, when 
profits amounted to $13,408,785 equal, 
after preferred dividends, to $5.78 a 
share on the outstanding common stock. 
Such results would be better than origi- 
nally anticipated, as reflected in the re- 
duction of dividends on the common 
stock from $5 a share per annum, to 
$3 annually. The revision of 1932 
estimates is attributable to the marked 
improvement registered by the com- 
pany during the past three months. 
Reports of the company indicated that 

requirements of motion picture 
producers had increased considerably 
during the more recent past. Further- 
more, activity in the Kingsport, Tenn., 
acetate yarn plant has been stepped up 
to a full time basis as a result of the 
mereased demand for rayon. Sales 
of cameras are still running at a level 


substantially below that of a year ago, 
a trend that is quite natural, when con- 
sideration is given to the fact that the 
product must be regarded as largely a 
luxury. Recently, Eastman Kodak 
purchased the Nagel Works at Stutt- 
gart, Germany, and is expected to im- 
port shortly to this country cameras 
made there. Eastman Kodak enjoys a 
virtual monopoly in its field, which 
factor, coupled with its almost impreg- 
nable financial position, augurs well for 
the longer term future. The common 
stock is suitable for inclusion in the 
average business man’s portfolio, and 
we see little cause for disturbing your 
present position in the issue. 


CONTINENTAL CAN CO., INC. 


On advice of my broker I bought. 100 
shares of Continental Can Co. at 40%. 
This company’s dividend rate has been 
reduced since then, and now I learn a 
change in capital structure is contemplated. 
Will this tend to put the company in «G 
stronger financial position, or is this a 
cause for investors to take alarm? Shall 
I take my loss, or do this company’s pros- 
pects warrant holding for ultimate price 
appreciation?—M. M. K., Kansas City, Mo. 


Continental Can reported for the 
twelve months ended September 30, 
last, net income of $4,470,850, equal 
to $2.58 a share on 1,733,345 no par 
common shares. No direct compari- 
son is available, but profits during the 
twelve months ended June 30, 1932, 


amounted to $4,401,899 or $2.54 a 
share. Earnings for the calendar year 
of 1932 have been estimated in excess 
of those registered in the twelve 
months ended September 30, last, a 
factor that assures continuance of cur- 
rent reduced dividend rate of $2 a 
share over the medium term, at least. 
In a bulletin accompanying the most 
recent earnings report the management 
stated that despite the fact that sales 
for the period were considerably below 
those of last year, the trend since the 
middle of last July has been upward. 
At a special meeting held November 
22, last, stockholders approved a plan 
of capital reorganization whereby the 
no par capital shares of the company 
were changed to $20 par value. Thus 
the capital value of the present out- 
standing stock has been established at 
$34,666,900 against $63,249,903 pre- 
viously stated, the difference being 
transferred to capital surplus. Against 
this surplus was charged $6,000,000 
which was added to depreciation re- 
serve of $14,932,539 to bring the com- 
pany’s plants and machinery down to 
current net sound replacement values. 
A further charge against capital surplus 
of $1,004,262 was made for adjustments 
of company’s stock held in the treasury, 
as a result of the cancellation of stock 
subscriptions by employees, while 
$560,210 was charged to capital sur- 
plus to provide for the reduction in 
(Please turn to page 174) 
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YOU CAN BUY 


Good Securities 


in Small or Large Lots on 


Partial 
Payments 


Ask for Booklet M.W. 2, which 
explains our plan and _ terms 


Odd Lot Orders Solicited 


Outright Purchase or 
Conservative Margin 


James M. Leopold & Co. 


Members New York Stock Exchange 
70 Wall Street New York 
Established 1884 

















Electric Bond and 
Share Company 


Two Rector Street 
New York 


























The Board of Directors have this day de- 
clared the regular quarterly dividend of 75c 
per share on the Convertible Preference Stock 
of this Company, payable December Ist, 1932, 
to stockholders of record November 17th, 1932, 
Transfer books will not close. Checks will be 
mailed. 

JACK COHN, Treasurer. 


November 4th, 1932. 


To the President of a | 
Dividend-Paying Corporation:— 
Place The Magazine of Wall Street on the 
list of publications carrying your next 
dend notice? 
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business desert- 


Few recent business phenomena 
are more significant than the rapid- 
ity of growth and immunity from 
depression of the small-loan busi- 
ness—humanely extending credit 
to the masses. 


CONSUMERS CREDIT SERVICE, 
INC., a leader in this field, offers 
extraordinary inducements for safe 
profitable investment. 


Send coupon for copy of new 
booklet “An Oasis in the Desert’’, 
giving full, interesting particulars. 


CREDIT SERVICE 


ASSOCIATES, Inc. 
Graybar Bldg. New York 








ADDRESS 
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Stocks Bonds 
Cotton Grain 
Folder explaining margin 
requirements, commission 


charges and trading units 
furnished on request 


Cash or Margin Accounts 


Inquiries Invited 


SPRINGS & CO. 


“* BROKERAGE SERVICE SINCE 1898 °° 


and other leading exchanges 
60 Beaver St. NEW YORK 15 W. 47th St. 


Members { New York Stack Exchange 











THE DETROIT EDISON COMPANY 


Dividend on Capital Stock 

A quarterly dividend of One and one- 

half Per Cent. ($1.50 per share) on the 

Capital Stock of the Company will be paid 

on January 16, 1933 to stockholders of 

record at the close of business on Decem- 
ber 20, 1932 

ARTHUR D. SPENCER, Treasurer. 





THE ELECTRIC STORAGE BATTERY COMPANY 


Allegheny Avenue and 19th Street 
Philadelphia, November 18, 1932. 
The Directors have declared from the Accumu- 


tehewe::2 2:3 


Kennecott Copper 
Rretge (8, 
Rreuger 


lated Surplus of the Company a quarterly dividend 
of Fifty Cents per share on the Common Stok 
and the Preferred Stock, payable January 8, 1933, 
to stockholders of record of both of these classes 
of stock at the close of business on December 12, 
1982.: Chevks will be mailed. 

WALTER G. HENDERSON, Treusurer. 
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A Little Money 
needs a 
Lot of 
CARE 


Every organized investment program, 
authorities say, should be founded 
on good bonds. If you do not have 
much money you should keep enough 
in the bank for emergencies—then 
buy good bonds. 


Today many attractive mortgage 
bonds are selling to yield better than 
averagereturn. Werecommend New 
York State Electric & Gas Corporation 
4}% First Mortgage Bonds, now sell- 
ing to yield over 5%. 
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Incorporated 
61 Broadway New York City 


Please send me Circular L 74 
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MARKET TERMS 


and trading methods clearly 
explained in a helpful book- 
let sent free on request. 


Ask for booklet MG 6 








Same care given to large or 
small orders. 


(HisHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


New York 





52 Broadway 




















TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a distribu- 
tion of 50 cents per share on the Company’s 2,540,- 
000 shares of capital stock without nominal or par 
value, payable on December 15, 1932, to stock- 
holders of record at the close of business on Decem- 


ber 1, 1932. 
H. F. J. KNOBLOCH, Treasurer. 





UNDERWOOD ELLIOTT FISHER COMPANY 
A dividend of $1.75 a share on the Preferred 
stoek and a dividend of 12%c a share on the Com- 
mon etock of Underwood Elliott Fisher Company 
will be payable December 31, 1982, to stockholders 
of record at the close ef business December 12, 
1982. Transfer books will not be closed. 
©. 8, DUNCAN, Treasurer. 





To the President of a 
Dividend-Paying Corporation:— 
Place the Magazine of Wall Street on the 


list of publications carrying your nest divi- 
dend notice! 
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New York Stock Exchange 
Price Range of Active Stocks 


INDUSTRIALS and MISCELLANEOUS (Continued) 


1931 
A 
L High 
& Myers Tob. B 


Liggett 
Liquid Carbonic 
Loew’s Inc, 


1932 


Low Low 


34% 
9 
138% 


Mack Truck, Inc. 
Macy (R. H.) 
Marine Midland 
Mathieson Alkali 
McKeesport Tin Plate 
Mont, Ward & Co, 


Nash Motor Co. 

National Biseuit 
National Cash Register A 
National Dairy Prod 
National Power & Light 
Nevada Consol. Copper 
North Amer. Aviation 
North American Co. 





Pacific Gas & Electric 
Packard Motor Car 
Paramount Publix 
Penney (J. C.) 

Phelps Dodge Corp. 
Phillips Petroleum 
Procter & Gamble 
Public Service of N. J. 


R 
Radio Corp. of America 
Radio-Keith- — ° 
Remington-Rand 
Republic Steel eRe 
Reynolds (R. J.) Tob. Cl. B 
Royal Dutch 





ae Stores 


Servei, Ine, 

Shell Union Oil 

Simmons Co, 

ee Corp, 
. Edison 


Standard Gas & Elec. Co. ..... : 
Standard Oil of Calif... R 
Standard Oil of N. J. 
Stone & Webster .. 
Studebaker Corp. 





Texas Gulf Sulphur 
Texas Pac, Land Tr 

Tide Water Assoc. Oil 
Timken Roller Bearing 


U 
Underwood-Elliott-Fisher 


United Aircraft & Trans 
United Carbon 

United Corp. 

United —, 

United Gas 

U. 8. Industria Alcohol . 


v. * Realty 
U. 8, Poe Ref. & Mining... 
U. 8. Stee! 
Util. feaer & Li a 

v 
Vanadium Corp. 


Ww 





Warner Brothers Pictures. . 

Western Uni ng Tel...... 

Westinghouse Air Brake. 

Westinghouse Elec, & Mfg.. 

Woolworth Oo. . -) 72 
Worthington Pump 106 
Wrigley (W., Jr.) 80 


+ Bid Price. § Payable in stock. * Including extras. 


Last Div'd 
Sale $ Pe 
11/16/32 Share 


58% 
4 


86% 


tOld stock. 
When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Labor—The Crucial Factor in 
Business Recovery 
(Continued from page 138) 
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can industry be absorbed by wages 
within that range? 

The 151 industries that pay less than 
the average annual wage employ 46.6 
per cent of all the industrial workers. 
They produce 33.5 of the nation’s 
manufactured products. They carry 
34.5 per cent of the nation’s manufac- 
turing payroll. If these industries were 
to bring their average annual wage up 
to the general average wage as it stood 
in the census year it would, on the basis 
of the number then employed, add 
$1,035,023,920 to the nation’s wage 
total, to be spent for commodities made 
by those and other industries. How to 
get it? There are ways. One corpora- 
tion in that list of sub-average wage- 
payers in 1930 reported over 19 mil- 
lion dollars in “net profit carried to 
surplus account.” The value added by 
manufacture in those 151 industries is 
over 10 billion dollars per year. 

Charts show that as unemployment 
has risen commodity prices have gone 
down and warehouse accretions have 
gone up. Cheapness appeals only to 
those who have some money. Those 
who have no money do not buy. But 
normally, in so-called prosperous times, 
there are enormous numbers who do 
not buy the commodities of 1932. They 
buy the commodities of 1860. There 
are no radios in turpentine camps and 
there are few of them in textile towns. 
It is hot in turpentine camps, but there 
are no electric or gas refrigerators and 
the only automobiles ever bought are 
those in the last stages of decay and 
decrepitude. The very first step in 
building up the great American mar- 
ket must be, logically, to put money in 
the pockets of the masses through a 
rearrangement of the whole relation 
between service and wages and between 
profits and wages. 

The great bulk of American indus- 
trial business is handled by 445,409 
corporations. These are dominated, in 
point of policy, by a much smaller 
number of men. It should not be im- 
possible for so small a group to arrive 
at decisions regarding wage policies. 
Asa matter of fact it has been proven 
not dificult. In short order there was 
very general agreement that wages 
should be reduced. And when it is 
understood that they were reduced 
from an average of $1,308, while 
roughly 11,000,000 had no wages at 
all, it becomes clear that the wage earn 
ets of America have been driven down 
'0 standards of which neither this nor 
any other nation can speak with pride. 
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the initial dividend. 


Dividend Notice 
Common Stock Quarterly Dividend No. 93 of 75 cents per share, payable 
November 15, 1932, to stockholders of record October 20, 1932. 
$6.00 Preferred Stock Quarterly Dividend No. 101 of $1.50 per share, payable 
October 15, 1932, to stockholders of record September 30, 1932. 
Dividends on the foregoing issues, as well as on all the outstanding Pre- 


ferred issues of the subsidiary companies (whose common stocks are owned 
by Pacific Lighting Corporation) have been paid without interruption since 





PACIFIC LIGHTING 
CORPORATION 


AND SUBSIDIARY COMPANIES 


<-> 





Gross REVENUE . 


Deduct Operating Expenses and Taxes 


Net Income BeroreE Bonp INTEREST 
Deduct Bond Interest 
Net Income AFTER Bonp INTEREST . 
Deduct 
Depreciation 
Amortization : 
Net Income Berore DivipENDS ON 
PREFERRED STocK OF SUBSIDIARIES 
Deduct 
Dividends on Preferred Stock of 
Subsidiaries . aw 
Dividends on Minority Interest in 
Common Stock . : 
Net Income ror Pactric LigHTING 
CoRPORATION . Ee eny 
Dividends on Preferred Stock . 
Cash Dividends on Common Stock 
REMAINDER TO SURPLUS 
Per Share Balance Available for 
Dividends on Common Stock Equals . 


tain rates in litigation 





Consolidated Statement of Revenues,. Expenses and 
Cash Dividends for the Twelve Months 
Ended September 30 


Special Reserve (not included in above report 
of revenue) of amounts collected under cer- 


PACIFIC LIGHTING CORPORATION, 483 CALIFORNIA ST., SAN FRANCISCO 


1931 
$46,334,845.41 


25,151,753.59 
21,183,091.82 

5,652,604.72 
15,530,487.10 


1932 
$47,049,527.63 
25,001,613.66 
22,047,913.97 
5,468,620.75 
16,579,293.22 


7,234,997.68 
278,541.49 


6,782,479.63 
a 


9,065,754.05 _8,405.743.93 


1,862,838.79 1,954,993.99 


360.80 664.80 
7,202,554.46 
903,293.40 
4,825,893.00 

8 1,473,368.06 


_6,450,085.14 
840,725.67 
4,825,893.00 


$ 783,466.47 
$3.49 


$1,486,223.97 $ 996,712.84 











The issue today is employment, not 
wages. But wages, as they are and 
have been, are inseparable from unem- 
ployment, today and tomorrow. The 
vital thing today is to get men back 
into jobs. If that means an average 
20-hour week, then let it mean that. 
If, perchance, it should mean no more 
than a 15-hour week, let it mean that. 
America at work even 15 hours a week, 
with every family having some earned 
money, would be a new America—an 
actually, basically and tremendously 
vital new America. It would, in short 


order, take care of its employment 
problem, by so rapidly consuming 
America’s output that wages would 
rise and the work-week grow to a rea- 
sonable length. 

If the lessons of the past decade, the 
great age of mechanization, can be re- 
membered in the new readjustment of 
wages, then America can go on to i 
sustained, continuous and expanding 
prosperity, the like of which we have 
never known. If that is not the case, 
then we shall climb once more to a 
peak of delusion, perhaps higher than 
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before, again to plunge into depths of 
misery, perhaps lower than we have 
known. 

Today America, hard-hit as she is, 
is more comfortable than Europe, in 
paradise as compared to Asia. Un- 
employment reports from every Euro- 
pean nation show unemployment grow- 
ing while ours is at last decreasing. 
Wage rates of Europe are far below 
ours, poor as ours are. Currencies are 
inflated. Not that way lies the mar- 
ket. America has got to sell to America. 

It is: said by some that we are in a 
trap—no selling until there are men 
earning wages, no men earning wages 
until there is selling. If that statement 
contains some truth it contains only 
part of the truth. The truth is that 
the impoverished workman cannot 
break the circle. Manifestly, it must 
be broken, for proud America does not 
intend to stagnate forever. It becomes, 
then, the duty of the employers of 
America, the industries of America, to 
break the circle. It becomes their duty 
to hire men—to give men jobs. 

The need of the hour is the straining 
of every nerve and resources to put 
men on payrolls. That is the first 
requisite for recovery. To say that it 
cannot be done is to say that this is the 
first time Americans ever admitted they 
were licked. Do they, then, make that 
admission? 

How to put men on payrolls? We 
could have leaned against the fence in 
1918 and asked how could we ever 
win the war. But we didn’t. We did 
things of staggering magnitude. We 
made great mistakes. But we did some- 
thing we had never done before. We 
did not admit defeat. We proclaimed 
victory from the starting gun. We had 
to win that war and we-have to win 
this one. If it means spreading out 
the work, that can be done. Quite 
probably — almost surely — it means 
smaller unit profits. And there is 
nothing fatal about that. For recovery 
throughout America will create within 
America a new market of such volume 
potentiality as to stagger even those ac- 
customed to the loftiest dreams. It is 
time to stop defeatism. 








Railroading in the Red 


(Continued from page 151) 








them out of their present difficulties 
than to continue to loan them money 
to pay unearned fixed charges. It is 
to be gravely doubted that President 
Hoover, during the less than four 
months remaining of his Administra- 
tion, or that Congress, during the forth- 
coming short session, would assume the 
responsibility of government ownership 
of the railroads. 

But what about the so-called “new 
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deal” for the railroads after March 4? 
By this is meant what may be done by 
the new President and new Congress 
to relieve and better their position. 
Right here the point should be stressed 
that whatever may be dgne to this 
end must not be limited to acts of the 
President, Congress or other govern- 
mental agencies under its supervision, 
but must include railroad directors and 
officials, stockholders and bondholders, 
and what they propose to do to help 
themselves. 

President-elect Roosevelt, in a speech 
in Salt Lake City on September 17, 
dealt with the railroads at considerable 
length and outlined, in six points, his 
program for dealing with them. This 
program is by no means new in its en- 
tirety. The proposed overhauling of 
Federal laws affecting receiverships 
and relieving the I. C. C. from com- 
pelling competition between lines, 
where conditions do not seem to justify 
it, are the outstanding new features. 

In that speech Mr. Roosevelt pro- 
posed “to stand back of the railroads 
for a specified period,” provided that 
readjustment of “top-heavy” financial 
structures in individual cases be ac- 
cepted if it proved necessary. This 
would indicate that he favors a con- 
tinuation of loans to the railroads by 
the Reconstruction Finance Corpora- 
tion, provided the capital structures are 
not “topheavy.” Regulation by that 
body of competing motor carriers, the 
going forward with railroad consolida- 
tion and regulation by the I. C. C. of 
railroad holding companies are meas- 
urés that have been before the Congress 
for some time. While railway execu- 
tives hope for the enactment of some 
remedial legislation by the old Con- 
gress at the session beginning the first 
week of December, and for still more 
help after the new President and new 
Congress assume their duties, they have 
come to realize that in the meantime 
they must do still more to help them- 
selves. To this end undesirable prac- 
tices are being eliminated, more scien- 
tific and economical methods of opera- 
tion are being put into effect, and there 
is a somewhat more general trend to- 
ward co-operation. Unfortunately, it 
is not as pronounced as might be de- 
sired. 

While waiting for the President, 
Congress and other government bodies 
to help the railroads, owners of their 
bonds should continue to watch the 
trend of trafic and earnings. It 
should be repeated once again that they 
are much more vital than remedial 
legislation or anything that Washing- 
ton can do. In the accompanying 
table, showing results of 44 roads, for 
the first eight months of this year, it 
is made ¢lear that, on the basis of earn- 
ings alone, not a few well known ¢ar- 
riers are in a dangerous position. Balti- 


more & Ohio, for instance, earned only 
.14 times its fixed charges. Chicago & 
North Western .18, Rock Island .29, 
Pere Marquette .11, Southern Railway 
.15. These are some of the lowest fig 
ures where any earnings for fixed 
charges were shown. St. Paul, Great 
Northern, St. Louis Southwestern, as 
well as Wabash, which is in receiver. 
ship, reported a deficit. 

In considering purchases of railroad 
bonds, special attention should be given 
to the roads having the largest return 
for their fixed charges. Atchison, dur- 
ing the first eight months of this year, 
earned that obligation 1.21 times, 
Bangor €& Aroostook 2.36, Chesapeake 
& Ohio 2.71, Long Island 2.18, Nor. 
folk €& Western 3.82 and Union Pa 
cific 2.82. Boston & Maine 1.05, Bur. 
lington 1.00, Ontario & Western 1.50, 
Pennsylvania 1.08, Reading 1.24, and 
Western Maryland 1.04. 





The World Must Come Back 
to Gold 
(Continued from page 146) 





shame the Klondike and the Rand is 
not beyond the realm of plausible con- 
jecture. Practically, it is virgin terri- 
tory which they are exploring. The 
world may well await the event with 
impatience. 

The gold measures of Australia are 
by no means exhausted. 

Southern Rhodesia is another prom: 
ising territory. Its Gold Belt has 
yielded $340,000,000. Wars and 
plagues have retarded workings in this 
wilderness but’ vast reserves are almost 
certainly there. 

South America may yet yield as 
much gold as the Spanish conquista- 
dores wrested from the Incas and other 
peoples of the Continent. Brazil alone 
has produced $100,000,000 in gold. 
The ancient Egyptian mines of the Red 
Sea Hills and the Blue Nile yet yield 
gold. Japan has produced $120,000, 
000 and will produce more. 

In all of these regions there are new 
developments. 

There are 6,000 prospectors at work 
in Victoria, Australia and over $1,000, 
000 will be shown for 1932. Western 
Australia and Queensland will bring 
the Australian yield for the year f0 
$12,000,0000 or $15,000,000. This 
has been Australia’s biggest year of a 
rich history. 

Canada is proving a continuously 
phenomenal producer with the pros 
pects practically certain for a $60,000, 
000 yield for 1932. The Rand contin: 
ues to uphold its leadership and will 
show figures over $60,000,000 for the 
full year. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Aside from the principal sources of 
gold there is in the world today the 
greatest gold hunt, engaging the efforts 
of more men, than in all previous his- 
tory. Into the general store of the 
world gold is pouring from every quar- 
te. Some of the streams are small but 
each adds to the aggregate on which 
the gold standard of currency is to rest. 
Rumania, for example, never has stood 
out as a gold producer but now is 
coming along with more than $2,000,- 
000 worth. Mines in Austria which 
have scarcely been worked since the 
Middle Ages, have been reopened. 
They are even scratching around again 
in County Wicklow in Ireland where 
gold once was found and still is be- 
lieved to exist in hidden pockets, 
guarded hy the leprechauns until the 
proper time for revelation comes. On 
the Mediterranean island of Cyprus 
prospecting has been going on in a 
arch for the mines whence it is be- 
= the ancients won much of their 
gold. 

Unemployed men all over the world 
have turned to the ground in search 
of gold, finding in Nature the work 
which organized industry has, of late, 
been unable to supply. 

With wages down, mining machin- 
ery cheaper and all the grubstake costs, 
whether for individual or company, 
much lower than they have been for 
years it has become possible to go over 
old workings which had been aban- 
doned as unprofitable. As in the case 
of no other product, gold won is always 
net. No matter if it is produced at 
an immediate loss, all gold brought to 
assay is a profit to the world’s gold 
standard. Indestructible and chiefly 
useful as a monetary support, every 
ounce is a permanent asset, unlike 
almost any other produce of the earth. 
Used up by one man, it still is useful 
to another. Moralists delight to fleer 
at gold as being a hollow fetish of no 
teal use to anyone. The fact is that 
it is almost the only thing that is of 
use to everyone. 

Sound currencies must be built on 
gold foundations. No substitute has 
been found. Other media of standard- 
wation have been proposed but each 
as revealed astounding frailties. 
Every other standard proposed has 
necessarily been in terms of gold and 
has meant merely the temporising stop- 
gap of bi-metallism because it has been 
necessary to set up each lieu standard 
on some basis in relation to gold. This 
is because there is no other basis. This 
is because gold makes its own price. 
It is its own price and all other sub- 
stances must be worth so much more or 
less per unit than a unit of gold. ° 

The incidence of gold is wayward 
and no such attempts are made to fore- 
cast mining or survey reserves as in 
respect of, for instance, coal. It is 
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The public utility system of... 








Standard Gas and Electric Company 














serves 1,662 cities and towns of twenty states... combined 
population 6,000,000...total customers 1,603,403 ...installed 
generating capacity 1,587,682 kilowatts... properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 











recognized that lodes and veins are 
tricky and run out sometimes when 
least expected to and that the sands of 
Pactlolus and pockets are not calcu- 
lable. For that reason unusual con- 
servatism is exercised by geologists in 
future measurements. For that reason 
the estimates of the International 
Geological Congress may be regarded 
as conservative and the assurance 
given a minimum assurance. 

In 1913 the gold reserves of the prin- 
cipal nations of the world stood at 
$4,856,000,000. The latest figures for 
the latter part of 1932 showed these 
countries to hold $11,670,000,000. In 
the years between, the greatest war in 
history had been fought and the great- 
est advance made in industrialization, 
the greatest increase in agricultural 
production. - While, in the period, 
countries went off and on the gold 
standard almost like people going 
through a revolving door, the point of 
greatest moment is that they were for- 
ever seeking to return. Every point an 
off-standard currency depreciated from 
its par marked a yearning back to gold. 
The tide seems now to be set strongly 
in that direction. Great Britain makes 
no secret of her intention to return at 
the earliest possible moment which will 
mean that all the nations which have 
linked their currencies to sterling will 
return, too. Although the gold 
standard has been suspended in Eng- 
land it is significant to note that the 
Bank of England today has three 
times as much gold as she had just be- 
fore she entered the World War. And 
the Reichsbank has two thirds of what 
she had in the year before she set out 
to conquer the world. With few ex- 
ceptions every country is in a better 
gold position than before the war. 

Measuring from the beginning of 
1929, it is found that since that time 
the countries of the world have in- 
creased their gold holdings from 
$10,057,000,000 to $11,670,000,000— 
a gain of more than a billion and a 
half in the worst depression of modern 
history. 

Nothing in experience indicates that 
the gold standard is impracticable. 
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In fhe “heart of the Loop.’ 

Everything is nearby... 

theeters, shops, railroad stations. 

Every room is outside with bath, 
Servidor, circulating ice-water 

and bed-head reading lamp. 
Automatic garage facilities, too. 

A great hotel in a great city 

LEONARD HICKS, Managing Director 
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Madison and Clark Sts. CHICAGO 











International Petroleum 
Company, Limited 


Notice of Dividend No. 35 


NOTICE is hereby given that a dividend of 25c 
United States Currency per share has been de- 
clared, and that the same will be payable on or 
after the 15th day of December, 1932, in respect 
to the shares specified in any Rearer Share War- 
rants of the Company of the 1929 issue upon pre- 
sentution and delivery of coupons No. 35 at the 


City Bank Farmers Trust Company 

22 William St., New York, N. Y. 
The payment to Shareholders of record at the close 
of business on the 30th day of November, 1932, 
and whose shares are represented by registered 
Certificates of the 1929 issue, will be made by 
cheque, mailed from the offices of the Company on 
the 14th day of December, 1932. 
The transfer books will be closed from the Ist day 
of December to 15th day of December, 1932, in- 
elusive, and no Bearer Share Warrants will be 
‘split’? during that period. 
By order of the Board, 

J. R. CLARKE, 
Secretary. 


56 Church Street, Toronto 2, Canada, 
15th November, 1932. 
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War may have been shown to be im- 
practicable but nothing other than the 
gold standard has been shown to be 
practicable for monetary uses. It took 
many centuries to erect this standard 
and each time it seems to be strongly 
assailed, some such fling of fortune as 
these tremendous new gold accretions 
conjures it back again for the use of 
a world which needs simplicity. 








For Profit and Income 
(Continued from page 162) 








cation. Rockefeller Foundation has no 
need to worry over its losses in the 
Middle West Utilities bonds, because 
it has $190,000,000 worth of other 
securities, most of which are sound. 
Incidentally, for the benefit of those 
readers who are still holding the bonds 
of the Middle West Utilities Co. it 
may be said that the noteholders com- 
mittee now are expressing an attitude 
of conservative optimism in regard to 
these issues. They estimate that the 
notes will have a break-up value of 
$230 per $1,000 note as a minimum, 
which is considerably higher than 


earlier estimates of around $150 a note. 
At the best, the break-up value of the 
notes in liquidation will possibly reach 
$380 a note. In view of the prospects, 
it would appear foolish for those who 


have held the bonds so far to dispose 
of them at current prices. 











Detroit Edison Co. 
(Continued from page 153) 








there being a marked pick-up in auto- 
mobile manufacturing over the next 
year or two? 

Obviously the present low output 
cannot long continue. The rate at 
which cars are wearing out and being 
scrapped exceeds the current output by 








UNION CARBIDE 
AND CARBON 
CORPORATION 


v 


A cash dividend of Thirty Cents 
(30c) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable January 2, 
1933, to stockholders of record at 
the close of business December 2, 


1932. 
WILLIAM M. BEARD, Treasurer 
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a considerable margin. A deferred de- 
mand is accumulating that needs but 
real indication of better times for its 
release. On the other hand, recovery 
for the motor industry has very definite 
limitations. With the market saturated 
so far as new buyers of new cars are 
concerned, it must in all probability 
adyust itself very largely to a replace- 
ment market which, while sizable in 
normal times, can hardly reach the 
optimistic proportions visualized by 
some of those within the industry. 

Certainly this is true if the industry 
is to be restricted in its foreign busi- 
ness—its greatest potential outlet. And 
here, tariffs and other obstacles so in- 
terfere that even the comparatively 
small domestic replacement market is 
likely to overshadow it for many years 
to come. It appears then, that while 
the Detroit district and consequently 
the Detroit Edison Co. can expect 
something from the automobile over 
the near future, they can hardly 
hope that it will be as big a source of 
prosperity as it was in 1929, for ex- 
ample. 

On the other hand,. Detroit is al- 
ready becoming a very important cen- 
ter for miscellaneous manufacturing. It 
has equipment, skilled labor and ex- 
cellent transportation facilities. The 
airplane industry has logically drifted 
there. As they are developed, other 
new industries of this nature will prob- 
ably go there also. Of course, the ques- 
tion of taxes and municipal benevolence 
must be ironed out to the satisfaction 
of capitalists before the city can derive 
the greatest benefit from its many ad- 
vantages. But these difficulties are not 
insuperable, and when Detroit is less 
noted for its automobiles and more for 
a long array of miscellaneous products, 
the city will indeed have achieved a 
firm foundation. 

As for the Detroit Edison Co., which 
has such a stake in this development, 
the company can afford to be patient. 
For a public utility it is more than or- 
dinarily strong financially and, owing 
to its sound capital structure, the effects 
of. the depression have reacted upon 
stock, rather than upon bonds with a 
consequent impairment of credit stand- 
ing. Unfortunately for the prospective 
investor, however, despite the fact that 
the company’s common stock has de- 
clined in price quite drastically, it per- 
sists in discounting at least some bet- 
terment. The current quotation is 
around $80 a share. For a company. 
which could hardly pay a $4 annual 
dividend rate with any real degree of 
comfort under existing conditions, this 
is not particularly cheap. But on any 
reasonable recession in price, or at the 
present price if industrial conditions in 
Detroit took any real turn for the bet- 
ter, the issue is well deserving of con- 
sideration. 








Answers to Inquiries 
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subscription price of the stock allotted 
to employees. All of the foregoing 
represent, in effect, purely changes in 
accounting policies. By establishing 
the $20 par value for the stock, a 
saving in the present rate of taxes on 
transfers of the stock is accomplished. 
We maintain a moderately favorable 
attitude toward Continental Can and 
feel that the shares merit favorable 
consideration for long pull holding. 


INTERNATIONAL TELEPHONE 
& TELEGRAPH CORP. 


In checking my investment portfolio, my 
broker advised me to hold its 200 shares 
of Int'l. Tel. and Tel as offering potential 
profit possibilities. In view of world-wide 
business and political unrest and this com- 
pany’s large foreign investments what arc 
its near-term prospects? What stand is 
it taking with respect to funded debts and 
in reducing operating expenses? Do you 
recommend my Selling or holding this 
stock?—A. J. G., Philadelphia, Pa. 


The semi-annual report of Interna- 
tional Telephone & Telegraph, cover- 
ing the first six months of the current 
year, by itself, reflects nothing more 
than the vicissitudes of the current 
depression. On the other hand, when 
a careful study is made of the various 
items, and compared with correspond: 
ing accounts of the first six months of 
1931, one cannot help but realize the 
progress made by the management in 
offsetting declining gross revenues by a 
proportionate reduction in operating 
expenses. As a matter of fact, because 
of the management’s keen eye for econ: 
omies, the company probably will re- 
port fixed charges fully earned at the 
yearend. For the six months ended 
June 30, last, income from operations 
amounted to $5,552,092 against inter’ 
est charges of $5,806,764, resulting in 
a loss after such charges of only $254, 
672. For the first six months of last 
year, operating income amounted to 
$10,374,690 and net profits after 
charges of $5,440,294, equal to 82 
cents a share on the common capital 
stock. Had it not been for the fact that 
expense reductions kept close pace with 
the declining trend of gross income, the 
loss for the first six months of the cur’ 
rent year would have been considerably 
more. Notable improvement has been 
registered by its domestic telegraph 
subsidiary, namely, Postal Telegraph & 
Cable System, during the more recent 
past, although a deficit for the full 
year doubtless will be registered by 
that unit. The manufacturing and 

(Please turn to page 179) 
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HE gift that lasts forever and can never be taken away from you is knowledge and 

superior judgment. It is the key to success and happiness, and will become more so 
now that the business and investment outlook is based on realities. Facts now more than 
ever before are essential to real progress in 1933. 

This year of all years no Christmas gift you send can be of more practical value or 
compliment a man more than The Magazine of Wall Street. It indicates to the recipient 
that you have faith in his “making the grade” and 26 times a year he is reminded of your 
thoughtfulness. He will read it with satisfaction; at first because he knows you expect him 
to. He will continue reading it because he will speedily realize that he derives more prac- 
tical value through its pages than through any reading he has done before. 


The Magazine of Wall Street Will Interess— “YY” YY” 


Your Business Associates—in whose hands you will be placing fort- 
nightly an authoritative interpretation of vital economic forces af- 
fecting industry, credit, and investment—and all these facts so briefly 
and simply put as to enable them to put their knowledge to practical 
use in their current business affairs. 

The Investor—Because it gives him sound investment guidance—shows 
him how and when to invest safely and profitably—points out the 
danger signals to avoid loss—develops his own investment judgment. 

Executives and Employees— Because it gives them the basic fundamentals 
so essential to sound thinking and business progress; it points the 
way to saving and the building of a backlog of sound investment. 
Many business concerns make tt a yearly custom to present a sub- 
scription to their principal employees. 

Your Son and Daughter—Because you want to round out their education 
and prepare them for the business of life and the safeguarding of 
their earnings. 

Yourself— Because the inspiration of its commonsense advice is a steady- 
ing force that will yield excellent dividends out of all proportion 
to its cost. 


By Entering Your Subscription Now 
You Can Secure A Copy Of A. T. Miller’s New Book 


DOLLARS and SENSE 


Just Off The Press. 


As a reader of The Magazine of Wall Street you need no introduction 
to Mr. Miller. The unusually fine character of his work during the 
difficult past three years has given him an international reputation as a 
keen market analyst and judge both of security values and buying points. 


Qn the opposite page we tell you about the book and its contents 
and tell you how to secure a copy of this book FREE. 


A Subscriber's 
Christmas 
Suggestion: 


I have decided to give my 
friends the best Christmas gift 
possible—an annual _subscrip- 
tion to your Magazine. Re 
gardless of their financial po- 
sition they will find it an in- 
structive guide and a business 
essential. 

R. §. G., Des Moines, Ia. 
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A. T. Miller’s 


new book —FREE 
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HIS new book, timely,—practical and simple,— 
Ti. we sincerely believe, one of the most valuable 

and useful we have ever published. Its prin- 
ciples, used in conjunction with regular reading of 
The Magazine of Wall Street, can prove immediately 
helpful to every investor—every trader. “Dollars 
and Sense” is not dry theory, but a clear, simple 
exposition based on those principles employed by 
the staff of The Magazine of Wall Street in its selec- 
tion of investment opportunities. 


DOLLARS and SENSE 


By A. T. MILLER 
150 pages, flexible blue binding 


Here, the author of The Magazine of Wall Street’s Fortnightly 
Market Forecast provides you with a direct and usable investment 
technique that will enable you to take advantage of today’s markets. 


Beginning with a practical discussion of the pros and cons of 
practical dynamic economics, he takes you through to the impor- 
tant phases of currency and credit inflation. Then, he discusses 
the advantages and disadvantages of various types of securities as 
aresult of the current business situation, together with the factors 
to be considered in taking advantage of speculative and investment 
opportunities in bonds, preferred and common stocks. The entire 
field of investment and profit opportunities are covered, and include 
valuable pointers in detecting buying, selling and switching signals. 


Written by a recognized expert, “Dollars and Sense” explains this 
profitable subject so that you can readily understand and apply its 
methods to your personal problems. 


Free—If You Subscribe Now 


“Dollars and Sense” is not for sale. It is offered free with yearly 
subscription to The Magazine of Wall Street at this time when 
we want you to share with us in our 25th Anniversary of service 
‘0 investors—everywhere. If you are already a subscriber, “Dol- 
lars and Sense” will be sent you with your renewal for one year. 


Personal Inquiry Service 
Can Immediately Help You 


By subscribing now you will receive a copy of “Dollars and Sense” as 
vir as it is off the press and 26 issues of The Magazine of Wall Street 
vill cu, t¢, ou fortnightly throughout the year. This subscription 
a So entitle you to the privileges of our Personal Inquiry Depart- 
r, 7 agg enables you to secure our opinion on any security which 
this ov hold or may consider purchasing. Without additional cost, 
Nem uable privilege enables you to personalize the work of The 
ame of Wall Street in accordance with your particular require- 
abtine na ene a — — a el vs egg on your invest- 
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-Investment opportunities born of the business de- 
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How important is book value today. 
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PROFIT POSSIBILITIES IN 12 LEADING GROUPS 
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HOW TO GAUGE SPECULATIVE AND INVESTMENT 
OPPORTUNITIES IN BONDS 
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—Judging foreign bond values. 
-When to look for profits through receiverships. 
—Opportunities in railroad bonds. 
—Detecting the real opportunities for profit in bonds. 
INVESTMENT TRUSTS—FIXED AND MANAGEMENT 
—Rules to apply in selecting Investment Trusts. 
—Important chapter on a form of investment which may 
again become very popular. 
MOST PRACTICAL INVESTMENT PROGRAM FOR THE 
MARRIED MAN—BETWEEN 25 TO 35—35 TO 50— 
50 AND UP, 
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(Continued from page 174) 
operating telephone subsidiaries are be- 
lieved to be running on a sufficiently 
profitable basis to enable the parent 
concern to cover full 1932 fixed charges. 
Progress has been made during the cur- 
rent year in reducing bank loans, which 
at present approximate $41,500,000 
against $44,217,772 as of January 1, 
last. Notes payable last August were 
extended to next February. When 
consideration is given to the strong 
banking affiliations of the company, it 
is believed likely that existing loans 
will be extended from time to time 
pending an opportune time to fund 
such debts through the issuance of 
long term bonds. It is therefore ap- 
parent that International Telephone & 
Telegraph is in no immediate danger of 
fnancial embarrassment.  Further- 
more, the position of the company is 
such that general business recovery, not 
only in this country, but abroad, will 
be immediately reflected in profits ex- 
pansion. Admittedly, the common 


stock must be relegated to the cate- 
gory of a speculation, but on the basis 
that you have maintained your position 
through what appears to be the worst 
of the situation, further retention of 
your holdings is advocated. 


FIRST NATIONAL STORES, INC. 


During 1929 and 1930 I accumulated 300 
shares of First National Stores at prices 
from 61 to 84, in the belief that this com- 
pany is excellently managed, and _ well- 
situated, financially and competitively. 
lease advise me on this company’s near- 
and-long-term prospects. Do you recom- 
mend my averaging at present prices, or 
on recessions?—H. S. S., Detroit, Mich. 


First National Stores continues to 
report sales volume comparing favor- 
ably with that of other concerns in 
the grocery chain store business. Con- 
centration of activity in a thickly 
sttled section of the country has en- 
abled the management to keep a close 
check on inventories and to develop an 
eficient system of distribution. Al- 
though dollar sales have been running 
slightly below those of last year, these 
sles are being remarkably well sus- 
tained in the face of continued com- 
modity price weakness and adverse 
business conditions generally. Thus 
the basic nature of the food business 
samply demonstrated. It is indicated 
ya recent report that retail grocery 
prices are showing a firming tendency, 
te company having increased 57 prices 
during the month of September, last, 
while only 51 prices showed a decline. 
tet share earnings reached an all time 
peak of $5.52 for the fiscal year ended 
March 31, 1932, as against $5.06 
famed in the previous year. It was 
hot until the first quarter of the pres- 
ent fiscal year that a falling off in net 
appeared. Per share earnings for the 
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quarter ended July 2, last, amounted 
to $1.30 on the 811,000 shares of com- 
mon stock after preferred dividends, 
comparing with $1.41 earned in the 
June quarter of last year. The current 
position of the company continued to 
reflect strength, current assets as of July 
2 last, amounting to $14,310,026 as 
against current liabilities of $4,672,646. 
Undoubtedly the company’s policy of 
gradually retiring bonds and preferred 
stock will be continued, thus strength- 
ening the position of the common stock. 
While many chain store concerns are 
feeling the effects of burdensome 
leases signed during periods of high 
rentals First National is but little af- 
fected since its rentals are based upon 
a percentage of sales, the average be- 
ing about 2%; leases run for short 
periods, with the privilege of re- 
peated renewals. In view of the com- 
pany’s able management, its strong fi- 
nancial position and ability to sustain 
earnings under present adverse condi- 
tions, we regard the common stock as 
an attractive purchase on any recession 
from current levels. 


ALLIED CHEMICAL & DYE 
CORP. 

What is your opinion of Allied Chem. & 
Dye Corp. stock? I have 100 shares 
bought in 1931 at 127%. I want to know 
if present dividends can be maintained de- 
spite failure to earn them. Shall I sell 
now, at a loss, on the possibility that a divi- 
dend reduction will bring a market reces- 
sion in price?—H. D. O., Dayton, Ohio. 


Earnings of Allied Chemical & Dye 
have been adversely affected by un- 
satisfactory demand for heavy chemi- 
cals. While there has been no recent 
statement of earnings—due to the 
management’s policy of reporting only 
once a year—it has been unofficially 
estimated that profits during the first 
six months of 1932 were between $2.20 
and $2.40 a share on the 2,401,288 
shares of common stock outstanding. 
Full year earnings will probably be in 
the neighborhood of $4.50 a common 
share compared with actual earnings 
reported last year of $6.74 a share. 
While earnings have continued a down- 
ward course since 1929, recently there 
has been a noticeable step-up in opera- 
tions. This has come about as a result 
of increased activity in the textile and 
rayon industries which are large con- 
sumers of dyes, alkalies, caustic soda 
and various bleaching chemicals. The 
Barrett division, which produces 
“Tarvia” for road building, moreover, 
is more active, largely in reflection of 
government (Federal and state) ap- 
propriations for emergency highway 
work. The big nitrogen plant at 
Hopewell, Virginia currently operating 
at about 50% of capacity should ex- 
pand upon any upturn in foreign trade 
and agricultural conditions. While 


admittedly, earnings of Allied Chem- 
ical will undoubtedly fall somewhat 
short of full dividend requirements, the 
company’s exceedingly strong current 
position, of which cash and government 
securities alone totaled more than $40,- 
000,000 at the end of 1931, should 
enable directors to continue the pres- 
ent rate should the outlook warrant the 
belief that recent increased activity 
will continue. Recently the price of 
chlorine was reduced from $1.75 a 
hundred pounds to $1.55 as a result 
of an effort on the part of producers 
to stimulate future orders. It is not 
believed, however, that this represents 
the forerunner of general price cut- 
ting in the other alkalies. It is our 
opinion that current quotations for the 
stock, discount to a large degree any 
uncertainties as to the continuance of 
the present dividend rate. Conse- 
quently we are inclined to counsel re- 
tention of your present holdings in 
view of the favorable longer term out- 
look for the company and its dominant 
position in the chemical industry. 








Among the First to Benefit 
from Improvement in 
Merchandising 
(Continued from page 155) 








and the application of Macy methods 
to it have naturally involved a consider- 
able expenditure in time and money. 
This adjustment, however, has made 
great progress and its benefits can be 
expected to show up decisively in any 
period of normal retail trade. Simi- 
larly, the physical expansion of the 
main Macy store has been costly. 

These expenditures, however, have 
been made chiefly out of current earn- 
ings and surplus resources, involving no 
long-term debt. They account for a 
considerable temporary shrinkage in 
available cash and for an increase in 
bank loans, according to the balance 
sheet of January 30, 1932, from 
$2,500,000 to $4,000,000. In relation 
to the magnitude of the company’s 
business, this may be considered a very 
moderate floating debt. 

To protect its position, Macy re- 
duced its cash dividend from $3 to $2 
and applied various internal savings, 
including a wage cut of some $1,700,- 
000 a year. It has also now eliminated 
the 5% annual stock dividend paid in 
recent years. While no interim report 
is issued, it is estimated that the com- 
pany will earn profits approximating 
$2.25 a share on its common stock this 
year, against $3.63 in the preceding 
year. As suggested by past results, 
“normal” earning power might be con- 
sidered as somewhere between $5 and 
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$7 per share, although, of course, sub- 
stantial business revival would be re- 
quired to make such earnings possible. 

The 1,437,672 shares of Macy com- 
mon are preceded only by approxi- 
mately $6,500,000 of mortgage debt 
and by $9,754,000 of Bamberger pre- 
ferred stock. This capitalization would 
permit a rapid recovery of earnings 
available for the common shares under 
improving business conditions. Con- 
sidering the $2 dividend and the fact 
that it appears to be covered by only 
a small margin, the market’s current 
appraisal of the stock at $38 per share 
evidently rests to a substantial extent 
on future possibilities. Those possibili- 
ties appear sufficiently attractive to 
warrant investment accumulation of 
the shares in any periods of market re- 
cession during coming weeks. 








Speculative Possibilities 
Among Investment Trusts 
(Continued from page 158) 








lated, but these were closed out to a 
very large extent in the spring rise of 
1930. 

Having noted that securities of 
investment trusts of the general man- 
agement type, being in disfavor with 
the public, had fallen more drastically 
than securities, as a whole, it was de- 
cided that the company’s funds could 
be used to the best advantage in this 
field, and for the past two years Atlas 
has been in the market for investment 
trusts that could be purchased at a 
price less than the actual market value 
of the underlying securities. The gen- 
eral policy adopted was to dispose of 
the securities held by the investment 
trusts acquired with a consequent re- 
turn of the cash outlay plus the addi- 
tional cash profit, thus placing the 
company in a position to repeat the 
operation with other trusts. That this 
was a well thought out program and 
very efficienly put into operation, is 
indicated by the fact that the break- 
up value of Atlas stock of the close of 
1930 was greater than at the close of 
1929, and at the close of 1931, was 
greater than at the close of 1930. In 
other words, asset value per share 
actually increased during a period in 
which the majority of investment 
trusts found the value of their assets 
cut in half or worse. 

By taking advantage of an unusual 
situation in the investment trust field, 
Atlas has done very well for itself, 
showing the evidence of clever manage- 
ment. Of course, the opportunity to 
. conduct its business along this particu- 
lar line is not likely to continue, and 
Atlas will be obliged to adopt new poli- 
cies in the future. How successful it 
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will be, time alone can tell. As will 
be noted in the accompanying balance 
sheet, cash holdings are very large and 
should the financial skies clear sufh- 
ciently to warrant important accumu- 
lation of securities, Atlas could take ad- 
vantage of the situation. 

Due to the fact that the exchange of 
Atlas Corp. stock for the stocks of 
other investment trusts is still going on, 
the management does not care to give 
out the break-up value of its common 
stock at the present time, but when 
these various situations are cleared up, 
it is their intention to give this data 
to stockholders. The only information 
in regard to the break-up value is given 
in a circular of June 4, which stated 
that as of April 30, 1932, there was an 
indicated asset value of approximately 
$7.30 per share for the approximately 
3,900,000 shares of the common stock 
that would be outstanding if all the 
holders of capital stock outstanding on 
that date of all the companies in which 
Atlas is interested should accept the 
offer to exchange their stock. 

Atlas Corp. common has an active 
market on the New York Curb and is 
currently selling around 7. The $3 
preferred A stock sells around 35. 
Dividends on this issue have been 
regularly paid since insurance. The 
common does not pay any dividend. 


United Corporation 


United Corp. confines its holdings 
to the stocks of public utility companies 
as shown in the accompanying table. 
At present levels of around 9, it will 
be noted that the common stock is sell- 
ing at about its break-up value. The 
preferred stock, however, appears out 
of line with the substantial equities be- 
hind it, and earning power of nearly 
twice the preferred dividend require- 
ments. At 35, the preferred returns 


8.6%. 








Bond Market Resists Decline 
(Continued from page 147) 








of funded indebtedness. Meanwhile, 
continued investment avoidance of all 
second-grade rail bonds appears advis- 
able. 

In the market for municipal bonds 
interest centers on forthcoming issues 
of “relief bonds recently authorized 
by the voters in various states, includ- 
ing a $30,000,000 issue for the State 
of New York. Due to policies of re- 
trenchment in municipal government 
throughout the country, the supply of 
high grade municipals this year has 
been none too plentiful. Accordingly, 
the best of the new issue now in pros- 
pect will undoubtedly meet an excel- 
lent demand. 
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International Nickel Co, 
of Canada 


(Continued from page 161) 
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the period, so that even though the 
company is paying an unearned pre. 
ferred dividend its cash income is larger 
than its cash outgo. 

In view of the current lack of earn. 
ing power and taking. into considera. 
tion the not overbright outlook for 
metals in general, the common stock of 
the International Nickel Co. of Canad; 
must be considered decidedly specula. 
tive. The company, however, has 
slashed expenses severely and its efforts 
towards popularizing nickel and its 
alloys materially brightens the longer 
term outlook. 




















American Smelting & 
Refining Co. 


Price Range — 1932 

Low Recent 

5% 16 
Yield 







High 
27% 
Div. 








Latest earnings per share (6 
mos. to 6/30/32) 


Net quick 
(6/30/32) 


HILE the American Smelting 

@ Refining Co. is often 

grouped under “coppers,” the 
heading is a somewhat misleading one. 
True, the company does mine copper. 
But it also mines gold, silver, lead and 
other metals and its chief business has 
long been the smelting of metals for 
others. Plants are scattered all over 
the world and not the least interesting 
feature of the American Smelting & 
Refining Co. in tecent years has been 
the company’s broadening interests. At 
the present time, it is proposing to ac 
quire the business and assets of Fed 
erated Metals Corp., the largest buyer 
and smelter of non-ferrous scrap metals 
in the United States. The plants of 
the last named company are located in 
Newark, Trenton, Pittsburgh, Detrott, 
Chicago, St. Louis, Whiting and San 
Francisco and have a capacity of about 
300,000,000 pounds of metal annually. 
These plants will not duplicate th 
American Smelting & Refining Cos 
own plants. 

The present depression has reacted 
upon the business of the Americat 
Smelting & Refining Co. through the 
greatly reduced demand for metals 0 
all sorts and the greatly reduced prices 
which the majority of them now com 
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More TESTIMONIALS 


From Washington— 
“Your second campaign which you 
wired to close on November 3 gave 
me $250 profit.” 


From Massachusetts— 
“I did not have much faith in In- 
vestment Services. My experience 
with yours has proved it to be 
O.K. You have won my confi- 
dence.” 


From Ilorida— 
“I congratulate you on your Fore- 
cast. It is very good.” 


From Illinois— 
“Have had your service for about a 
month. I am very favorably im- 
pressed with it.” 


From South Dakota— 
“Your service to date is very satis- 
factory and I shall follow your 
further advice on what to buy or 
sell.” 


From Pennsylvania— 

“My own observation is that even 
were I an expert trader, I would 
like the benefit of your service to 
confirm my conclusions. The serv- 
ice is invaluable to me. Closed the 
last Trading Campaign with 22% 
points profit.” 


From District of Columbia— 
“T received your telegram and let- 
ter of confirmation. Thanks. It 
was a master and scientific move.” 


From Canada— 
“Lam really well pleased with your 
service. [ am satisfied that your 
information about securities is ab- 
solutely reliable.” 





“ This Complete Service for Six Months Only $75 








Rare Market Opportunities 
Now Developing 


(CJUTSTAN DING trading opportunities are open now 

and will develop during coming months. They will 
be created by the many important factors pending—politi- 
cal, industrial and economic. These same factors will also 
create exceptional semi-investment and investment oppor- 
tunities. Let us guide you in taking full advantage of them. 


Your subscription to THE INVESTMENT AND BUSINESS 
FORECAST placed now will be in effect during a vital period 
in the securities market. It should readily prove to be the 
opportunity of a lifetime for the man with’a moderaté 
amount of capital properly employed. 


With a capital or equity of $1000, you can take full advan- 
tage of our Trading Advices or Bargain Indicator. $500 
is sufficient for our Unusual Opportunities. 


New Trading Campaign 
Just Starting 


So that you may receive our new recommendations 
promptly and participate in this campaign from the very 
beginning—when the greatest profits are available—we 
would suggest that you forward your subscription to the 
FORECAST at once. 


Attach your remittance to the coupon below and mail 
today, sending us a telegram: “Remittance by mail. Wire 
Trading Advices.” We will then immediately advise you 
our current trading position. 





(a) 

Trading Advices following 
intermediate rallies and de- 
clines (for the purpose of 
securing profits that may be 
applied to the purchase of 
investment and income pro- 
ducing securities). 


(b) 
Speculative Investments. 
Low-priced commen stocks 
that offer outstanding possi- 
bilities for price apprecia- 
tion over a moderate period. 
Recommended and carried in 
our Unusual Opportunities. 


(ec) 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


(d) 
Investments Mainly for In- 
come but with possibilities 
for enhancement in value due 
to investor demand. Recom- 
mended and carried in our 
Bond and Preferred Stock 
departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analyses and recommendations. 


THe INVESTMENT AND 
Bustness Forecast 
of 
The Magazine 
of 


Wall Street 


ee 
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THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Cable Address: TICKERPUB 


IT enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
I understand that regardless of the telegrams I select I will receive the complete service outlined 
above by mail. ($137.50 will cover an entire year’s subscription.) 


( Telegraph me collect your Trading Advices and thereafter as described in (a). 


Cy Telegraph me collect your Unusual Opportunity recommendations and thereafter as described 
in 


caw <a me collect your Bargain Indicator recommendations and thereafter as described 
in (c). 
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100 Share Lots 
Odd Lots 


Purchased for Cash 
or 
Carried on 
Conservative Margin 


OUR BOOKLET 
“Stock Exchange Service” 
sent on request for MW-26 


M. C. Bouvier & Co. 


M. C. Bouvier 
Member of N. Y. Stock Exchange since 1869 


R. A. Coykendall J. G. Bishop 


Member 
New York Curb (Asso.} 


20 Broad St. New York 





























The Possibility 
of Profit in 


Brewery Stocks 


Has Greatly Increased as a 
Result of the Election. 
In Circular W-20 we have 


set down 12 basic reasons 
for the purchase of 


Jetter Brewing Co. 
Common Stock 


(with option) 
at about $2.00 per share 


Listed on New York Produce Exchange 
and Boston Curb Exchange 


Use the Coupon—or write 
your own Broker 


Harris, Ayers & Co. 
ESTABLISHED 1919 
48 Wall Street, New York, N. Y. 


Send me without obligation a copy of 
Circular W-20. 


























New York Curb Exchange 








Quotations as of Recent Date 


1932 
Price Range 
———— Eecent 
Name and Dividend Low Price 


Alum. 22 
% 
16% 
1% 
% 
. Gas & Elec, (1) 14% 
. Lt. & Traction (2%).. % 10 
10 1% 


Cities Service 


Cleve. El. Illum. (1.60) 
Commonwealth & So. War... 


Elec, Bond & Share (6% stk.) 
Elec. Shareholding 

Elec. Pr, Assoc. 

Federated Metals 

Ford Motor, Ltd, ............ 


mand. Inventory depreciation has 
been particularly severe. For the six 
months ended June 30, last, the com- 
pany showed a net loss of $3,442,047 
after taxes, interest, depreciation, deple- 
tion, and a revaluation of excess metal 
stocks of $3,112,501. An additional 
appropriation of $1,981,500 for metal 
stock reserve was charged to surplus. 
At the end of the period the company 
was in a strong financial position, cur- 
rent and miscellaneous assets amount- 
ing to $61,945,029, against current and 
miscellaneous liabilities of $9,791,132. 
Nothing was owed to banks and cash 
and government securities totaled $17,- 
388,272. 

Owing to the exceedingly depressed 
conditions prevailing in most sections 
of the American Smelting & Refining 
Co.’s business, the common = stock 
must be considered speculative at the 
present time. It does, however, rep- 
resent an equity in a giant, diverse 
business which can hardly fail to re- 
cover ultimately an excellent measure 
of earning power. 








Market Approaches Buying 
Level 


Continued from page 135) 








the sharpest autumn gains, definite re- 
cession is under way, while the auto- 
mobile industry, laggard heretofore, is 
showing increased activity due to prep- 
aration of 1933 models. These de- 
velopments in the main are the normal 
expectations of the season and thus far 
are evidently regarded with indiffer- 


; ence by the market. 


1932 
Price Range 
Name and Dividend 


General Fireproof 1% 
Goldman Sachs T 5 
Gt. A. & P. Tea N. V. (6%).. 

Gulf Oil of Pa. 


Hudson Bay M. & S&S, ........ 
Hygrade Food Prod 

Nat. Fuel Gas (1) 

Nat. P, & L. Pfd. (6) 
Newmont Mining 

N. J. Zine (2) 


Penroad Corp. 

St. Regis Paper 

Salt Creek Prod. (1) 
Smith (A, 0.) 

Southwest Penn, P. L. (4) 
Standard Oil of Ind, (1) 
Standard Oil of Ky. (1.20)... 
Swift & Co. 

Swift Int'l (4) 

United Founders 

United Gas Corp 

United Lt. & Pow. A 


In previous issues we have repeatedly 
emphasized the importance of a con 
siderable list of major problems con- 
fronting this country. These include 
the large Federal deficit, excessive gov- 
ernmental spending and borrowing, re- 
vision of Federal taxation, needed re- 
hibilitation of the railroads and of the 
banking structure, the thorny legacy of 
war debts and the related tariff puzzle. 

It need hardly be said that these 
difficulties have not disappeared—but 
if the economic road were clear of all 
obstacles security prices would not be 
at present levels. Such progress as we 
make will be in spite of these obstruc- 
tions. They will slow the journey. 
One or another of them may from time 
to time force us to take a few backward 
steps. 

But what stands out on the side of 
hope as we put the third year of de 
pression behind us is a much improved 
prospect as to the character of the 
efforts we will now make to solve our 
problems. Fortitude has replaced fear. 
We are gradually giving up vain hopes 
of finding magical short-cuts to pros 
perity. There is growing evidence of 
a realistic public willingness to look the 
facts in the face. 

It is this psychological change which 
offers real promise of a sounder ap 
proach to the task of economic rehabili- 
tation. In this favorable setting one 
political party has come into complete 
control of the Federal Government—@ 
control so complete that the strongest 
and best party forces have the clearest: 
cut opportunity for effective political 
leadership that has been seen at Wash: 
ington in many generations. Bear’ 
ing in mind the endless political bicker 
ing and opportunism which have ham 
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A. TIMELY MESSAGE 


—Concerning a Vital Change in the 
“Character” of the Stock Market! 


By the A. W. Wetsel Advisory Service 


HE stage is being set for a change in 
the “character” of the stock market. 
Instead of general price changes in which 
practically all stocks move up or down to- 
gether—unusual movements will be shown 
by individual issues. Technically speaking, 
the market will emerge from the present 
period of transition and be characterized 
by greater selectivity. 
What does this mean to investors and 


traders? 

Many already recognize that in such a 
phase it will not be enough to know the 
good stocks, for stocks will then strongly 
reflect their own individual technical po- 
sitions. Thus, among various stocks 
all equally sound statistically and of 
equal fundamental value, some will be 
laggards as to market price, while others 
will be star performers. 


The Question 


The question is “HOW to determine 
which stocks will show the greatest prog- 
ress marketwise ?” 

The correct answer is vital to the solu- 
tion of today’s outstanding problems: (1) 
the safeguarding against further shrink- 
age of capital, (2) the increasing of in- 
come, and (3) the making of definite prog- 
po in reconstructing depleted invested 
unds. 


Recent History Reveals the 
Answer 


To find the answer it is well to review re- 
cent investment history. During the past 
three years discerning investors have realized 
more and more that a knowledge of WIIEN 
to buy and when to SELL is overwhelmingly 
More important than the mere knowledge of 
which securities are fundamentally sound. 

They have learned that NO security is good 
enouzh to hold for the so-called “Long-Pull” 
—and the very fact that any one entertains 
such an idva_ is proof of a misconception of 
the true principles of investing. 
on Above all, they have learned that with 

F pouance of sound technical analysis by 
Which short and intermediary moves are fore- 
= with practical accuracy, no one need 
unduly fear downward movements or rely too 
much on sustained general upward trends for 
Profit or rehabilitation. 

his they have learned in a three-year bear 
market distinguished by six important up- 
ard movements and during which the ma- 
jority of stocks moved together. 
pons to this time we have continuously 
beeen ed out that even in the early stages of 
all very from extreme depression practically 
7 aoe move together—they not only move 
NO one tut they react down together. 
“. E KNOWS WIIICH stocks will advance 
of ta lust during such a period. As a matter 
to sh second or third rate stocks are likely 
aun to a greater extent than the best 
a et least percentage-wise—during such 
ase. This was demonstrated in the July 
tember 9 rally. 
Now here is the point—in markets wherein 
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practically all stocks move together the vital 
question is WHEN to buy or sell—and which 
stuck tu buy is of secondary impurtance. We 
have abundantly illustrated and proved that 
Statistics and economics vf the academic type 
offer no help in solving this question. 


The Superiority of Technical 
Analysis 


Witness the abject failure of devotees of 
this schvol uf thought to call the turn of 
July 9, 1932—as cuntrasted with the accu- 
racy of the Wetsel method. Or, make it even 
Mure persuvual, just WILAT figures or facts 
concerning earnings, balance sheets, car-load- 
ings, gold muvements or what not that were 
available last June would have enabled you 
to foresee the sensational rise of July? gain 
witness the failure of economists to teli the 
nature of the reaction from September v. 
Many mistovk it for a down turn which was 
to mark the resumption of the three-year bear 
trend. 

Wetsel factors enabled us to advise clients 
that the duwuward moveMent was a reaction 
and tue approximate limits to which it would 
descend were indicated. 


Wetsel Advice in 1929 and 1932 


This advice corresponded to the advice of 
Mr. A. W. Wetsel in 1929 when, after the first 
drastic break, the market advanced sharply— 
and this advance was mistaken by the ma- 
jority as a resumption of the UPWARD 
TREND which had lasted for four years. Mr. 
Wetsel informed his cli.nts then in no uncer- 
tain terms that the movement was a_tem- 
porary rally and designated the levels it 
would attain. This guve many people a 
chance tv get out of the market at better 
prices—just as his latest advice enabled them 
to get in. 

On Thursday, November 3, we again advised 
purchases on a broad scale to take advantage 
of the post-clection rise—which occurred. 

Nuw—so far—the important knowl dge for 
three years that resulted in safeguarding 
capital and capitalizing the market's short 
and intesmediary swings has been the know1- 
edge of WIIEN to buy ors ll. Knowledge or 
information concerning WILAT securities to 
BUY was of no practical value to anybody 
unless accompanied by advice as to the cor- 
rect TIME to sell. And this knowledge of 
WHEN to buy and sell was only accurate and 
valuable when based on technical analysis and 


The A. W. Wetsel Advisory i 
Service, Inc., is an organization 
founded to give investors an abso- 
lutely disinterested and independent | 
investment management service. it 
has no securities for sale, nor any 
connection with any other organiza- 
tion whatever. It accepts no orders 
to buy securities on commission or 
otherwise. In short, its interests 
are identical with those of its cli- 
ents—to safeguard capital and 
foster its growth through able man- 


agement. 


on such forecasting factors as have been de 
veloped und are used by this organization. 


Now we are facing a Vital Change. 


After this change occurs, a knowledge of 
WHICH stocks to buy is going to assume an 
important réle—as it does in every selective 
market. Today you have stocks, the prices 
of which have shrunk, and vthers where the 
prices, though low, are merely compressed. 
The latter type will be the star performers— 
the first type will prove to be the laggards. 


Methods That Will Reveal 
WHICH Stocks to Buy 


And AGAIN statistical analysis will NOT 
reveal the stocks which will move most ac- 
tively any more than such analysis was of 
value in judging when to buy and when to 
sell during the period when all stocks moved 
with the general market. 

AGAIN, technical analysis will prove 
superior, not only in indicating WHEN to 
buy and sell, but in disclosing WHICH stocks 
to buy—in helping you avoid the laggazas 
and choosing the most active issues. 


Why Correct Action Is Vital 


The time to set your financial house in 
order so as to benefit most completely from 
the “selective” market now in process of for- 
mation is—NOW. 

Why uot learn for yourself the danger of 
the half truths and fallacies which fill tne 
average Investor’s mind and handicap his per- 
formances—and also learn how to acquire the 
comfurting certainty of the success in invest- 
ing that is made possible by the application 
of sound principles? It is easy to du so. 


How to Protect Capital and 
Produce Definite Progress 


An illuminating article has been written by 
a member of the staff of the A. W. Wetsel or- 
ganization which fearlessly exposes the half 
truths about investing and _ searchingly 
analyzes the methods that make for true con- 
servatism and progress. You may have a copy 
of this interesting article by filling in and 
mailing the blank below or writing to 


A. W. Wetsel Advisory Service, Inc. 
Chrysler Building, New York 


Pe See es cen eee cee se eos me ee eee me ee a Se 


j A. W. Wetsel Advisory Service, Inc. 
| Chrysler Building, New York 


MW-9 


| You may send me without obligation, analytical 
| article “How to Protect Your Capital and Accel- 
erate Its Growth—Through Trading.” 





Keep Posted 


The pieces of literature listed below 
have been prepared with the utmost care 
by business houses advertising in this 
issue. They will be sent free upon re- 
quest, direct from the issuing houses. 
Please ask for them by number. We 
urge our readers to take full advantage 
of this service. Address Keep Posted 
Department Magazine of Wall Street, 90 
Broad Street, New York, N. Y. 


“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing their booklet to 
investors. 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or seli 
short and when to close out or cover. (783). 


“TRADING METHODS” 
This handbook, issued by Chisholm & Chap- 
man, contains much helpful information for 
traders. A copy together with their Mar- 
ket: Letter will be mailed upon request 
(785). 


PARTIAL PAYMENT PLAN 
An old established New York Stock Exchange 
house is issuing a booklet describing 2 method 
by which listed securities may be purchased 
on monthly installments in odd lots or full 
lots. (813). 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 


“SOME FINANCIAL FACTS” 


An interesting booklet issued upon request 
by the Bell Telephone Securities Co. (875). 


“A CHAIN OF SERVICE” 
Describes and illustrates the history and de- 
velopment of the Associated Gas & Elec- 
tric System. (884). 


ELECTRIC BOND & SHARE CO. 
Full information or reports on companies 
identified with Electric Bond & Share Co. 
furnished upon request. (898). 


“STOCK EXCHANGE SERVICE FOR THE SMALL 
INVESTOR” 
This booklet, published by M. ©, Bouvier & 
Co., will be sent upon request. (908). 


PACIFIC LIGHTING CORPORATION 
This corporation has just completed a book- 
let describing the history, financial and 
operating policies of its organizaton which 
will be sent upon request. (911). 


STONE & WEBSTER 1888-1932 
A brief history of this organization and the 
services it has developed during the past 44 
years for bankers, industrial executives, pub- 
lic utility men and investors. (928). 


AN OASIS IN THE DESERT 
Is the title of a descriptive booklet just 
issued by the Credit Service Associates, copy 
of which will be mailed upon request. (935). 


“HOW TO PROTECT YOUR CAPITAL AND ACCELER- 
ATE ITS GROWTH—THROUGH TRADING” 
Is the title of an interesting article by E. B. 
Harmon of A. W. Wetsel Advisory Service, 
which will be sent to investors on request. 





MARGIN REQUIREMENTS, COMMISSION CHARGES 
Springs & Co. have prepared a folder ex- 
plaining margin requirements, commission 
charges and trading units. Copies gladly 
sent to investors and traders, (939). 


“12 REASONS WHY” 
Circular describing speculative possibilities 
of Jetter Brewing Co. being distributed by 
Harris, Ayers & Co. and will be sent upon 
request. (943). 














THE PLANETARY THEORY OF 
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Bank, Insurance and 
Investment Trust Stocks 














Quotations as of Recent Date 


BANK AND TRUST COMPANIES 
Bid Asked 
Bank of N. Y. & Trust Co, (14).. 315 335 
3 67% 


Aetna Fire (2) 
Aetna Life 
Carolina 
Continental (1.20 
Glens Falls (1. 
Globe & Rutgers 
Great American (1) 
Hanover F. (1.60) 
Hartford Fire (2) 
Home (1) 
National Fire (°) 
North River (.63) 
Stuyvesant 


pered and confused the processes of 
Federal Government in recent years, 
this is a more favorable factor than is 
generally realized. 








How a Billion Can Be Cut 
from the Budget 
(Continued from page 141) 








be scattered over several departments 
and many bureaus and agencies? 

Why should there be a mob of com- 
missions charged with international af- 
fairs when we have a perfectly good 
State Department? 

Why should we have a multitude of 
consuls attending to foreign trade in 
the State Department and a flock of 
commercial commissioners, commercial 
attaches, etc., covering much the same 
ground in the Department of Com- 
merce? Why should there be some 75 
executive agencies outside of the ten 
general departments of the govern- 
ment? Why cannot some bureaus and 
sections of bureaus be altogether sus- 
pended during the period of financial 
stringency? It is estimated that 50 
to 100 million dollars can be saved in 
this reorganization field. 

4. These budget computations as- 
sume that there will be no special ap- 
propriation for emergency relief con- 
struction next year. But if bitter ne- 


INSURANCE COMPANIES—(Continued) 


Travelers (22) . 
United States Fire (1.20) 
Westchester F. (.25) 


SURETY AND MORTGAGE COMPANIES 


Bond & Mtg. (2) 
Lawyers Mortgage (.80) 
National Surety 


Chicago 
Dallas 
Des Moines 
First Carolina 
Lincoln 
Southern Minnesota 
Virginia 
INVESTMENT TRUST SHARES 


Amer, Founders Trust 6% Pfd. .. 
Do 1% Pfd. 

Diversified Trustees Shares A..... 
Do Series B 

Fixed Trust Shares A 

Interl, Sec. Corp. of Amer,, Pfd.. 
Do Cum, Pfd. 

No. Amer. Trust Shares 

Second Intl. Securities A 
Do 6% Pfd. 

U. 8. & British Intern]. Pfd 

Uselps Voting Shares 


cessity so orders, why not strip 50 mil- 
lions off public roads construction (in 
the Department of Agriculture) and 
another 50 millions off the non-military 
public construction (rivers, harbors, 
canals and flood control) conducted by 
the Army Engineer Corps? Then cut 
105 millions from ordinary building 
and miscellaneous public construction. 

And there’s the thousand million. 
Found at terrible cost in public and 
personal hardship. Granted. But life 
is often worth horrible amputations. 

While we are about it, while the axe 
is keen, we might go on and excise the 
whole 240 million dollars of Federal 
aid to the states—roads, education, ete. 
Politics forbids. But we may have to 
come to it. This Federal aid operates 
to make Congressional profligacy 4 
bounty for state extravagance. “For 
every dollar you spend” Uncle Sam 
says to the states, “I'll spend another. 

Congress can reduce annual expend 
tures a billion dollars a year. Will it? 
If it does not approximate that sum, 
taxes will be heavier next year than 
this. If it does not now in these hard 
times return to something like the old 
economy and simplicity of national gow 
ernment, there is no hope that it ever 
will. We will then be forever com 
mitted to higher and higher spending 
and approach nearer and nearer to per’ 
petual governmental insolvency and the 
exhaustion of private economy by 
voracity of public costs. 
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Readers’ Forum 
(Continued from page 166) 
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exchange equal to 88), billion francs. 
Fven after deducting 22Y2 billion 
which the Bank owes to private de- 
positors (mostly foreign) there re- 
mains 66 billion francs or more than 
2 billion dollars which belong to the 
Bank outright and could be transferred 
to America. 

Yet who would permit such a 
transaction? Certainly not America, 
because it would leave her with 6 
billion worth of gold which has lost 
all monetary significance and has been 
transformed into a mere commodity for 
which there is no market and which 
consequently has no practical value 
whatever. In fact the shipment of 
French gold to America would mean 
the whole world would go off the gold 
standard and gold would no more be 
the basis for international trade nor 
for the issue of internal currency in any 
other country than the United States. 
Can America agree to possess such a 
costly white elephant as a 6 billion 
dollar stock of gold not needed by any- 
body in the world? Yet if this be the 
fact that payment in gold is unaccept- 
able to America, then where is the 
means of paying her in dollars? 

However, this does not contradict 
the fact that France, even with her 
§ billion francs budgetery deficit, is a 
very prosperous country (even her 
prewar national wealth was estimated 
at 300 billion gold francs and now she 
is much richer) and is perfectly capable 
of paying such debt as she owes to 
America, ‘just as Germany, with 330 
billion marks of prewar wealth was 
certainly perfectly able to discharge in 
58 years a debt of 10 billion dollars 
she owed to the Allies. Who would 
believe that a private person with a 
330,000 capital cannot pay off a debt 
of 40,000? 

The entire difficulty is evidently in 
the method and in the medium of pay- 
ment and not in the payment itself. 
Should France, for instance, have 
been willing to accept the payment in 
the form of a participation in the own- 
ership of German industry—by trans- 
ferring to her, let us say, 50% of all 
German shares—and Germany could 
not possibly pretend that she is unable 
to “pay.” She most certainly could 
deliver the shares. 

Similar situations arise in private life 
almost every day. Let us suppose, for 
instance, that a debtor has no cash but 

certain real estate holdings, bur- 
dened with first mortgages to the limit, 
still greatly exceeding in value the 
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note which is pending. Let us suppose 
further, that—as this is exactly the fact 
at present—there is no real estate mar- 
ket and no second mortgage money is 
available. Evidently even a foreclosure 
and a sale may not bring enough cash 
to satisfy the creditor. Is it true that 
under such circumstances the debtor 
can give a satisfaction to the creditor? 
Of course he can. He may very well 
offer the creditor to. become co-owner 
in his property and in this way “pay 
off” his debt to the full satisfaction of 
the latter. 

In exactly the same way America 
can very well receive from the Allies 
every cent they owe her, provided she 
renounces her claims to be paid in 
American “cash” and agrees to receive 
payment in local money. 

This local money would be put in 
the hands of a holding company (to be 
created for this purpose) and this com- 
pany would acquire with it local, state 
and private securities and also obliga- 
tions of different other countries, issued 
in this money. Thus the portfolio of 
the holding company would consist of 
highly diversified first class securities 
of maybe all countries of the world. 
Against those holdings as collateral the 
company would issue from time to time 
dollar bonds on the American market 
and turn over the proceeds of such bor- 
rowing operations to the United States 
Treasury. Thus the vexing “transfer 
problem” would be eliminated, the 
United States Treasury would receive 
the dollars it needs and America as a 
nation would not be loaded with dol- 
lars she cannot absorb, being a univer- 
sal creditor and therefore in need of 
investing her capital surpluses and not 
of collecting them. 

On the other hand the American 
investing public would most certainly 
gladly acquire such foreign bonds be- 
cause their default is out of question; 
the holding company’s portfolio would 
be increasing every year and any de- 
faulted issue would be replaced by some 
other newly acquired. 

Now the question arises if the Al- 
lies would be willing to accept such a 
solution of the debt question. Their 
mind is set on complete and uncon- 
ditional cancellation or a reduction to 
some ridiculously low figure. Presently 
100% of them are for non-payment to 
America. This mental attitude will be 
somewhat changed in case America 
would come forward with the proposal 
to receive the payments due her in 
local moneys. Thus the great invest- 
ing public will be only too glad that 
there will be a constant buyer of all 
locally traded securities who will keep 
the “Bourse” and the London Ex- 
change in a constantly bullish dis- 
position. The international bankers 
will welcome the possibility of negotiat- 
ing foreign loans with an eye to sell 
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them to the American holding com- 
pany. 

The French and English industrialists 
will be happy to see foreign borrowing 
resumed on a big scale because it would 
mean that the borrowing countries will 
have to place orders with the local in- . 
dustry, in order to utilize the sums bor- 
rowed. Moreover, being obliged to 
place large sums at the disposal of the 
Holding Company and thus divert them 
—though indirectly—into productive 
channels, the Governments would have 
less money to squander on armaments. 

Of course the texpayer would have 
to carry the Inad, but the unanimous 
opposition to the payment to America 
would be broken and the voice of the 
taxpayer would be drowned amidst the 
vociferous and grandiloquent assertions 
that the country’s honor demands the 
payment in full. 

Here is a practical solution of the 
whole debt problem. Should, on the 
contrary, America stubbornly demand 
the continuation of payments in Ameri- 
can cash, cancellation will become ab- 
solutely unavoidable with, in addition, 
an accusation that America is trying to 
“bleed” Europe. 

It remains with America to decide 
if the Allies shall pay or repudiate the 
obligations which it is humanly impos- 
sible to discharge in the way prescribed 
by the debt agreements. 
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Interpreting Financial 
Notices 


This feature serves investors in clarifying various legal notices associated 
with important corporate changes. Notices concerning reorganizations and 
security holders protective committees especially, will be discussed in order to 
interpret legal phraseology and afford some background which will aid the 


security holder in deciding on his individual course. 


Baltimore & Ohio Refunding Plan 


The Reconstruction Finance Cor- 
poration has agreed to loan the Balti- 
more & Ohio R. R. Co. $31,625,000 
in order to supply it with the neces- 
sary funds to pay in cash on or before 
the maturity date March Ist, 1933, 
50% of the principal amount of 
$63,250,000 414% bonds. It is pro- 
vided, however, that this loan will only 
be made if substantially all the holders 
of the 414% bonds agree to accept 
50% in cash and new bonds for the re- 
maining half of their holdings. 

As a special inducement to stimulate 
the bondholders’ acceptance, the rail- 
road company will pay in cash 10% of 
the principal to bondholders who pre- 
sent their bonds for stamping on or 
after November 22, 1932, and prior 
to December 22, 1932. Should a suf- 


ficiently large number of the bonds be 
deposited in acceptance of the offer by 


the middle of next January, the rail- 
road will forward to the assenting 
bondholders the remaining 40% of the 
rincipal in cash immediately, which 
means that with the fulfillment of this 
condition, the bondholder would enjoy 
the use of the cash payment a month 
and a half before the maturity date. 
Assenting bondholders for the re- 
maining 50% of their principal will re- 
ceive a like face amount of refunding 
and general mortgage 5% bonds Series 


F due March 1, 1996, which it will be 
noted, gives '4% greater annual re- 
turn than in the case of the old bonds. 

Under the present law, the power of 
the R. F. C. to make loans expires on 
January 21, 1933, the President having 
the power to extend this period not 
exceeding one year. Accordingly, un- 
less such time is extended, the plan 
will have to be abandoned if it cannot 
be consummated before January 21, 
1933. 

Bondholders who decide to accept 
this plan should present their bonds 
promptly to the office of the com- 
pany at 120 Broadway, New York 
City, to be stamped. 

By accepting this offer, bondholders 
receive 50% of their principal amount 
in cash and the remaining 50% in 
bonds bearing a higher interest rate and 
which rank equally with the bonds they 
are now holding. Bondholders not ac- 
cepting the plan would be taking the 
position of demanding full cash pay- 
ment at maturity. If any substantial 
amount of the bonds hold out for full 
cash payment, the R. F. C. in such case 
would not loan the road the $31,- 
625,000 it now proposes to do. 

Baltimore & Ohio 4's of 1933 are 
a direct first lien on only 36 miles of 
road and are subject to $280,000,000 of 
prior liens. In 1931, fixed charges 
were earned 1.13 times, but for 1932 
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indications are that the road will faj] 
to cover fixed charges by several 
millions. Under these circumstances, 
private loans or public financing to 
take care of the March Ist maturity are 
out. of the question and failure to meet 
the terms of the R. F. C. loan would 
apparently make receivership inevitable. 








As I See It 
(Continued from page 133) 








as world banker and investor. How. 
ever, she, like every other country, has 
lost tremendous revenue as a result of 
the depression. Her difficulties in 
establishing and maintaining sufficient 
credits abroad in view of the weakness 
of the pound and the flight of private 
capital which has undoubtedly taken 
place, presents a bleak financial pic- 
ture to the world. But before passing 
hasty judgment on the basis of these 
factors it will be well to remember 
what happened in the case of France 
which experienced much the same con: 
ditions before she successfully stabil- 
ized the franc at 20 per cent of its 
former value. Soon thereafter she was 
transformed. From a poverty stricken 
nation she has become the wealthiest 
in Europe. It behooves us, therefore, 
to proceed with caution and to give 
ourselves sufficient time to examine 
and appraise the situation deliberately. 
We should not permit ourselves to be 
stampeded into action. 

At the moment the universal de- 
mand for national self-containment, 
the economic alignment of the nations 
and the world-wide reluctance to 
abandon excessive expenditures for 
armaments all combine to so befuddle 
the whole debt question that the con- 
sideration of revision seems most in 
appropriate and distinctly to the dis 
advantage of this country. 

Moreover although business con 
ditions are at an exceedingly low ebb 
there is some basis for hope of mod: 
erate and gradual recovery from this 
point. Capital will not much longer 
remain stagnant either here or abroad 
and as extreme caution is replaced by 
confidence in improvement, it will 
employment. Under such circum 
stances it seems only common sense that 
we should defer immediate and drastic 
action in the settlement of reparations, 
not only as regards the immediate pay’ 
ments but perhaps for a period 0 
several years in order that a gradual 
approach to more normal conditions 
will bring into the open the real facts 
upon which a decision either for re 
vision or cancellation can be made. 
Unless we do that we are going to add 
to our burdens and gain nothing. 
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Camels 
are always mild 


For a smoke that is mild and 
cool, switch to Camel, the fresh 
cigarette: A blend of choice Turkish 
and mellow sun-ripened Domestic 
tobaccos, perfectly conditioned, 
Camels are made fresh and then 
kept fresh by thé Camel Humidor 
Pack. Try them, for just one day, 


then leave them—if you care to. 
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perfume and powder odors, dust and germs. Buy Camels by the 
carton for home or office. The Humidor Pack keeps Camels fresh 
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